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CIVIL SERVICE RETIREMENT ANNUITIES

THURSDAY, AUGUST 12, 1965
U.S. SENATE,

SuncOMMITTEE ON RETIREMENT OF THE
Comumrrree oN Post Orrice ANp CIVIL SERVICE,

Washington, D.C.

The committee met at 10 a.mn., pursuant to call, in room 6202, New
Senate Office Building, Senator Donald S. Russell presiding.

Present: Senators Russell and Yarborough.

Staff present: William P. Gulledge, staff director and counsel;
David Minton, LeGrand A. Rouse IT, and Hugh B. Key IT, profes-
sional staff members; and Frank A. Paschal, minority clerk.

Senator Russerr. The hearing will come to order.

This hearing before the Retirement Subcommittee is convened to-
day to take testimony on ILIR. 8469.

The subcommittee chairman, Senator Gale W. McGee, is unavoid-
ably absent on official business, and the ranking member, Senator Yar-
borough, has been detained at another committee meeting. I shall
open the hearing in their absence. ]

Senator Fong has been delayed at the Public Works Committee
over in the Iouse on a matter which he is deeply concerned about.

Ile does have a great deal of interest in the pending bill and will
attempt to be here as quickly as possible.

ILR. 8469 will provide an increase of approximately 11 percent in
those retirement annuities which began on or before October 1, 1956,
and, 6 percent in those which commenced thereafter.

The bill provides a slightly higher increase for widows of em-
ployees who passed away at a time when no survivor protection was
afforded by the law.

The annuities of future survivors would be increased by changing
the present base from 55 to 60 percent. This legislation would also
change the procedure for granting antomatic annuity increases.

At this point, I will insert in the record a copy of the House bill,
H.R. 8469. v

(The document referred to follows:)

[H.R. 8469, 89th Cong., 1st sesp.]

AN ACT To provide certaln inereases in annuities payable from the civil service retirement
and disability fund, and for other purposes :

Be it cnacted by the Senate and ITousc of Representatives of the United States
of Americo in Congress assembled, That. (a) section 1(t) of the Civil Service
Retirement: Act, as amended (5 U.S.C. 2251(t)); is amended to read as follows:

“(t) The term ‘price index’ shall mean the Consumer Price Index (all items—
United States city average) published monthly by the Bureau of Labor Statistics.
The term ‘base month’ shall mean the month for which the price index showed
a per centum rise forming the basis for a cost-of-living annuity increase.”

1

Approved For Release 2005/06/29 : CIA-RDP67B00446R000600030009-4



Approved For Release 2005/06/29 : CIA-RDP67B00446R000600030009-4
2 CIVIL SERVICE RETIREMENT ANNUITIES

(b} Section 17¢a) of such Aet, us amended (5 T.8.C. 2267 (1) ). Is amended by
inxerting immediately before the period at the end thereof the following : », and
fur payment of acministraiive expenses ineurred by the Commission in placing
in effect each annuity adjustment granted under section 18 of the Act™.

te) Seetion 18 of such det, as amended (3 U.4.C. 2265), is amended to read
as followa:

“Sec. 18. (a) Effective the first day of the third month which begins after
the date of enactment ol (his amendinent each annuity payvable from the Fumd
which has a commencing date not later than such effective date shall be inervased
by (1) the per centum rise in the price fndex. adjusted to the newrest one-tenth
of 1 per centwiu, determined by Lhe Commission on the basiz of the annual average
price index for calendar year 1862 and the price index for the month lntest
published on date of enschinent of [his amendiment. plus (2) 64, per centum if
the commencing dute (or in the case of the survivor of a deceased annuitant i ho
commencing dale of the anuity of the retired employee) oeccurred on or before
October 1, 1958, or 14 per centum If the commeneing date (or in the case of the
survivor of a deceased annuitant the commencing date of the anunity of the
retired employee) oceurred after October 1, 1956, The month used in determin-
ing the increase based on e per centum rise in the price index wnder this sub-
=ection shall be the ase nonth for determining the per centnm elange in the
price index untll the next suceceding incregse occurs. Fach survivor annuity
authorized (1) by sectlon 8 of the Aet of Maxy 20, 1930, as amended to July 6.
1959, or (2} by section 2 of Public Law 8% 165, shall be increased by any addi-
tional amonnt which may be required ta make the total inerease under this sgb-
sectlon eqnal to 15 per centum or $10 per month, whichever is the lesser.

“(b) Fach month after the first inerease under thix section, the Comniission
ahall determine the per certum change in the price index. “Effective the fArst
day of the third wonth wkich begins after the price index shall have equaled
8 rise of at least 3 per centin for three consecutive months over the price index
for the base month, each anuity payable from the fund which has a commencing
date not later than such effective dute shall he increased by the per centum
rise in the price index tealenlated on the hizhest level of the price index during
the three consecutive montlis) adjusted to the nearest one-tenth of 1 per contum.™ ;

“(c) Eligibility for nn annuity increase under this section shall be governed
by the commeneing date of egeh annuity payable from the fund as of the effective
ditte of an inerease, oxcept a$ follows;

*11) Effective from ils comniencing date, an annuity pavable from (he
fund to an annuitant's survivor (other than a child entitled under section
107d4Y ). which annuify ommences the day after aunuitant’s death and after
the eoffeetivae date of the fivst increase under this section, shall be increased
br the totul per centun increase the annuitant was recelving under this
section at death, except that the inerease in a survivor annuiy authorized by
scelion § of the Aet of May 29, 1930, ax amended (o July 6, 1950, shall be
compufed ax if the anmuity commencing date had been the effective date of
the first inerease under this section.

“i2y For purpeoses of computing an annuity which commences after the
effective date of the firat Increase under thix section to o child under section
106d). the items $G0D, $720, 31,800, and $2,160 appearing In scetion 10(d)
shall be increased by the total per eentuin increiase allowed and in foree under
this section for emploree annuities which commenced after October 1. 10956,
and. in case of a decersed annuitant, the Hems 40 per centum and 350 per
centum appearing in scction 10¢4d) shall be inereased by the total per contum
increase allowed and in force under this-serlion o the annuitant at death.

“(d) No increase in annuity provided by this section shall be computed on any
additional annulty purechased at retirement hy voluntary contributions.

“{e) The monthly Installment of annuity after adjustment under this scetion
shall be Axed at the nearest dollar, except 1hat such installment shall affer
adjustinent refiect an Inerease of at least 1.7

REec. 2. Section 10 of the Tivil Service Rellrement Act, as amended (5 U.S.C.
2260). ix amended by striking out 53" wherever it appears therein and ingerting
in lieu thercof “60". Thix amendment shall not apply with respect to employees
or Members retired or otherwise separated prior to the date of enactinent of
this Act.
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Spc. 3. The provisions under the heading “OIVIT, SERVICE RETTREMENT AND.DIS-
ABILITY FUND” in title I of the Independent Offices Appropriation Act, 1959 .(72‘
Stat. 1064 ; Public Law &£5-844), shall not apply with respect to benefits resulting
from the enactment of this Act. i

Passed the ITouse of Representatives August 3, 1965.

Attest:

: Rarrii R, Roserts, Clerk.

Senator Russwrr. Prior to the first witness, Senator McGee has
given to the clerk a statement which he asked be read at this point and

incorporated, in the record.

STATEMENT OF HON. GALE Mc¢GEE, A U.S. SENATOR FROM THE
STATE OF WYOMING

Senator McGrn. I deeply regret that an assignment from another
committes males it impossible for me to be in Washington for these
hearings on this much needed and very important legislation. = 1
want to thank my good friend, Senator Yarborough, for his generosity
in conducting these hearings, and I want to express my firm support
for this legislation at this time.

The fact that the cost of living has just experienced a rather
marked increase after many months of relative stability should give
us further incentive to restore to civil service annuitants equitable
treatment for their many years of service to the Government and the
people of this Nation.

T will not reiterate the various provisions contained in this legis-
lation but merely suggest that it in large measure fulfills the cur-
rent need to provide adjustments in annuity rates, to improve the
provisions for cost of living adjustment and to strengthen survivor-
ShiX protection for the spouses of employees and future annuitants.

t the present time, there are more than 700,000 retirees and sur-
vivors on the rolls of the Civil Service Commission; considering the
current population explosion and the increased longevity of the average
American, it is obvious that these rolls shall continue to increase as
the years go by.

As the number of Qivil Service annuitants increases, their effect
upon our whole economy increases. Thus, it isnot only from the aspect
of providing for the individual a_decent and adequate retirement in-
come, but also for maintaining the economic stability of a growing
percentage of our population that we must consider retirement
legislation. :

Government service has always been upheld, as it properly should
be, as employment, of the highest order, giving the employee a chance
not only to earn his living but to perform vital functions in the na-
tional interest to advance his Nation and its people.

I do not think it is fair for us to expect our employees to be rewarded
for that service with inadequate incomes or inadequate retirement
benefits, ‘ L o

Therefore, I am pleased to see the committee taking action on this
legislation and X know that its deliberations will produce a bill which
will a(ilvance the cause of equitable treatment for our retired civil
servants.
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Senator Russerr. Our first witness this morning is the ITonorable
Dominick V. Danicls of New Jersey, the author of the ITouse bill.
(,‘(.n}gressnmn Daniels, you may come forward and proceed as you
wish,

STATEMENT OF HON. DOMINICK V. DANIELS, A REPRESENTATIVE
IN CONGRESS I'ROM THE STATE OF NEW JERSEY

Mr. Daxrters. Thank you, My, Chairman, and the commitiee, for
permitting me to testify before this commitlec this morning on behalf
of this bill.

One of the most salient facts brought out during the hearings was
that the cost-of-living feature for annuities contained in the 1962 bill
is not working out very well.

As you know, this bil was unanimously approved by the Subcom-
mittee on Retirement, Insurance, and Health Benefits, of which T have
the honor to he chairmar. and by the full Post Office and Civil Service
Commitice,

IT.I%. 8469 was cansidered by the Iouse on August 3, 1963, and was
unanimously approved by a record vote of 394 to 0.

I should like at this { me (o discuss some of the salient features of
this bill.

First, the bill provides for an annuity increase of 11 percent for
those who retired before October 1, 1956, and 6 percent for those who
retired after that date. effective the first day of the third month after
enaciment.

The increase for both groups is in {two parts: The 11 percent figure is
arrived al by combining a straight 614-percent increase with a cost-of-
living inerease based npen the rise in the cost of living, as reported by
the Consumer Price Index published monthly by the Bureau of Labor
Statistics, over the average of the price index for 1962. The price
index in June had risen 41", percent since 1962,

The G-percent inerease is arrived at by combining a 1%4-percent an-
nuity raise with a 414-percent cost-of-living adjustment.

The distinction made between those who retired before October 1,
1965, and those who retired since that date is because the 1956 amend-
ments raised the annuities of those who rvetired after September 1956
by about 20 percent.

The amendments did nothing, however, for those who retired before
that date.  Siuce that thae, the pre-1936 retirees have received about
10 percent more than those who retived after that date, thus closing the
gap considerably. This bill earries the same principle even further.

TL.IR. 8469 grants an increase of 15 percent or $10 a month, whichever
is least, to the so-called forgotten widows. These are the widows of
employees or annuitunts who passed away at a time when widows were
not entitled to survivorship benefits, .

I might point out that t]lmrc are now about 15,000 in this category.

These annuities, actually gratuities, are quite small. They average
about &+ n month. No ¢ne ean quibble about the need for doing some-
thing for this group whose need is so obvious.

AMr. Chairman, the remarks T am about to make with reference to
the cost-of-living index were inadvertently omitted from my printed
statement.
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Present law provides that whenever the Consumer Price Index of -
“the Bureau of Labor Statistics shall have risen by an average of 3 per-

cent or more for a full calendar year above its average for the calendar

year, 1962, annuitants shall receive a comparable increase effective

April 1 of the next year. : o

Tt also projects into the future with provision for similar cost-of-
living adjustments when a like percentage increase in the Consumer
Price Tndex occurs after any cost-of-living increase in annuitles 1S
placed in. effect.

As a practical matter, here is what has happened since 1962. The
rise in the Coonsumer Price Index over 1962 reached 3 percent in No-
vember 1964 and has remained at that point or above ever since.

In fact, the latest available Index shows a 41/4-percent increase as
of June 1965. Under the formula in the 1962 retirement amendments,
however, annuitants will not receive an adjustment until April 1,
1966—3 years and 6 months after the 1962 law was enacted.

For this reason we are seeking to change this provision. Under

- the provisions of ILR. 8469, whenever the Consumer Price Index of

the Bureau of Labor Statistics shall have risen by an average of 3

ercent or more for 8 consecutive months, annuities shall be increased

y the highest percentage during such 3 months, with the increases
beginging the third month which begins after the end of such 3-month
period.

This provision will retain the spirit of the 1962 amendments but
will accelerate the effective application of the cost-of-living feature.

Mr. Chairman, I would like to call the committee’s attention to sec-
tion 2 of the bill. This section provides an increase of 5 percent
in the annuities of eligible widows of employees who died while
actively employed or after retirement. Under present law, widows
are entitled to 55 percent of the earned annnity or selected base.

In this area, tho Federal Government has been extremely remiss.
Not until 1948 did the Government enact a program for providing
benefits to surviving widows and children of its employees.

T might point out that at this time, 38 percent of all survivors on the
rolls—and there are more than 200,000 of them—are receiving less
than $50 a month. Seventy-nine percent are receiving less than $100 a
month. Ninety-three percent are receiving less than $150 a month.
Ninety-nine percent aro receiving less than the $3,000 per year, which
wo use as the poverty line. Clearly, we would be lacking in humanity
if we failed to do something for these deserving widows. I use the
term widows because although there are other categories of survivors,
‘the overwhelming majority are widows.

Mr. Chairman, this bill is the result of extensive hearings by the Re-
tirement Subcommittee. More than 50 Members of the House and
Senate testified, in addition to representatives of every major employee
organization. I do not need to belabor the need for passage of .this
bill; T am sure that you receive just as many heart rending letters from
‘retirees and survivors attesting to the need for this bill as we do.

- Some 700,000 retirees and survivors are looking toward the Congress
for justice. I respectfully request that the Senate join the House in
passing this fair and reasonable bill: Our retirees and survivors have
not shared in the fruits of our expanding economy. You can help

52-507—65——2
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6 CIVIL SERVICE RETIREMENT ANNUITIES

them to become a part of the (freat Sociely by supporting ILR. 8469.

Thank you. '

Senator Russti, Think you very mueh. 1 am sure passage of the
Iouse bill can be attributed fo your fine leadership as chatrman of
the House subcommittec which considered this legistation.

Our next witness is Mr. John W Macy, Jr, Chairman of the U.S.
Civil Service Commissicn,

Before you begin, Chairman Macy, we have letfers from the Cabi-
net. Conunittee on Fedeal Staff Retirement Systems and the Bureau
of the Budget. These will be incorporated in the record at the
beginning of your testin ony.

(The material referred to follows:)

CABINET COMMITTEE 0N FEDERAL STAFF RETIKEMENT SYSTEMS,
February 10, 19635,
IIon. Onix D). Jouxsrtox,
Chairman, Committee on Pust Offfee and Cirvil Service,
U.N. Senute, Washinglon, €,

DEAR MR, CHamrMAN: In acrordanee with (he President’s instructions, there
was published in the Federal Register of Tueslay, February 9. his wemorandnm
establishing a temporary Cabinet Committee on Federal Staff Retirement Sys-
fems. A copy of the pertinent page of the Federal Register is atiached to this
letter. As Chalrman of the Cabinet Commitice, I shall be grateful if you will ad-
vise your collengues on the Post Office and Civil Serviee Committee of the Presi-
dent’s action.

The Committee will have it= organization meeting in the near future, and
arrange for the appointiment of staff ts serve under the direction of Mr. David F,
Lawton of the Civil Serviee Commission, whe will also serve as Executive Seere-
tary of the Committee. If there are any nuitters of particular interest o the
Post Office and Civil Service Committee to which you wish to have ns give atten-
tion, please let me know.

I am sending an ldentieal letter to the chairman of the House commitiee, and
similar letters to (he chairnen of the House and Senate Commiltees on Armed
Services.

Kineerely,
(Signed} KerMIT GorpON, Chairman,

[From the Federal Reglster, Feb. 8. 1065)
Memorandum of February 1, 1965
[CABINET CoMMITIEE ON FEDERAL STAFF RETIREMENT SYSTEMS]

Meworandum for The Secrctary of State, The Secrctary of Defense, The Post-
mastcr General, The Scerctary of Labor, The Sceretary of Health, Education,
and Welfare, The Direc’or of the Burcau of the Budget, The Chairman of
the Civil Sercice Commission

The Federal Governmeut says an important part of the compensaticn of its
cmployees in the fotm of benefits under staff retirement plans. Such plans are
provided for eivilian employees of the executive departments and agencies, and
for wembers of the uniformed gerviees, The patterns and amounis of these pay-
ments must be effective for their purpose. The parments must he properly
related to the personal service upon which they are based, and to similar retire-
ment benefit programs elsewhere In the cconosy,

The retirement policies of the Federnl Government, as employer, and the
programs and methods by which these policies are made coffective were last
examined In the reports of the Committee on Retirement Doliey made in 1934.
Since then numerous adjustwents have been mude in these Federal programs.

In order to cstablish up-to-date guldes for use in the executive branch in
considering propose dehanges and further improvements in retirement plans, I
request that the whole structure of our retirement policles be reviewed as to
objectives, coverage of both civilian and uniformed personnel, benefit patterns,
financial soundness, and overall consisfency. I also request that survivor bene-
fits available under the varicus retirement plans be examined in relatlonship to
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similar snrvivor bhenefits provided under social security, Government life insur-
ance, and other disability, death, and survivorship programs. .

Accordingly, T appoint you to serve on a temporary Cabinet Committee on
Federal Staff Retirement Systems under the chairmanship of the Director of
the Bureau of the Budget. The Committee is authorized to conduct such studies
ag it deems necessary to carry out the purposes of this memorandum. The Com-
mittee should submit its final report to me by December 1, 1965, and include in
the report recommendations for any adjustments which the Commniittee deems
necessary to make the retirement systems fully effective and more eqilitable.

Rach member of the Committee will designate an alternate to represent him
when he is unable to attend Committee meetings. Members will furnish such
assigtance to the Committee as may be required in conformity with the provisions
of section 14 of the Act of May 3, 1945 (59 Stat. 134, U.8.C. 691). Such
agsistance may include detailing of employecs to the Committee, one of whom
may be designated by the Chairman to serve as its executive secretary and staff
director, to perform such functions as the Committee may assign. The Bureau
of the Budget and the Civil Service Commission will provide administrative
gervices to the Committee.

The Committee may request information from the executive departments and
agencies pertaining to its work, and may invite the head of any Federal agency to
participate in the Committee’s meetings when matters of special interest to
such agency are to be considered.

To the extent it deems appropriate, the Committee should consult with repre-
sentatives of employee organizations and obtain advice from technical experts
on retirement matters both within and outside the Federal Government, In
arriving af its conclusions, the Committee should take account of the views of
all who have an interest in the study and the competence to make a contribution
to it.

This memorandum will be published in the Federal Register.

LiynpoN B. JOIINSON.
[F.R. Doc, 65-1477; Filed, Teb. 8, 1965 ; 10:51 a.m.]

ExrEcuTIvE OFFICE OF TTIE PRESIDENT,
BUREAU OF THE BUDGET,
Washington, D.C., August 11, 1965.
Hon. A. 8. MIKE MONRONEY, ’ :
Chairman, Committee on. Post Office and Oivil Service,
U.8. Senate, .
New Senate Office Building, Washington, D.C.

Desr MR, CIIATRMAN : Reference is made to the committee’s request for the
views of the Bureau of the Budget respecting H.R. 8469, to provide certain in-
creases in annuities payable from the civil service retirement and disability
fund, and for other purposes. ‘ ) :

The bill would increase all annuities payable to employees or thelr survivors
who have retired under the Civil Service Retirement Act before the first day
of the third month beginning after date of enactment, The annuity increase
would be composed of two portions: first, an increase equal to the percentage
increase in the Consumer Price Index since 1962 (which was 4.5 percent as of
June 1965) plus an increase of either 634 percent for persons whose annuities
commenced on or before October 1, 1956, or 134 percent for those whose annuities
commenced after that date. Another adjustment is provided for certain pre-
1948 survivors who were specially provided covérage under previous: amend-
mments. 'The bill would also revise the 1962 formula for future automatic cost-
of-living adjustments in annuities. The Civil Service Commission estimates
the first-year cost of these annuity increase provisions to be $101.9 million, and
the increase in the unfunded liability of the system. to be about $1,040 million.

Section 2 of the bill would increase the ceiling on the survivor annuity payable
on death of an employee or annuitant to 60 percent of the earned annuity, or of
the base selected for annuity, instead of the present 55 percent. In a report
which the Chairman of the Civil Service Commission is submitting to your
committee on this bill, opposed to this provision, he estimates it would increase
the normal cost of the system by 0.18 pereent of payroll, adding approximately
$58 million to the annual cost on the normal cost-plus-interest basis, and adding
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2817 million to the unfunded liability. The Chairman states that this pravision
is unrelated to the annuity adjustinent problem. has not been demonsirated to
nmeet a2 need which would justify its cost, and represents the piecemeal approach
te retirement liberalization which the President’s Cabinet Committee study is
designed to prevent. The Iureau of the Budget concurs in the views expressed
by the Civil S8ervice Commission.

Aecordingly, there would be no objeetion to enactment of TLR. 8469 provided
section 2 ix deleted. as its enaciment wonld not be consistent with (he adminis-
{ration's program.

Sincerely yours,
Pieeie 8 ITvGHEs,
Assiztant Direetor for Legislative Reference.

STATEMENT OF HON. JOHN W. MACY, JR., CHAIRMAN, CIVIL
SERVICE COMMISSION: ACCOMPANIED BY DAVID F. LAWTON,
DEPUTY DIRECTOR, BUREAU OF RETIREMENT AND INSURANCE,
CIVIL SERVICE COMMISSION

Mr. Macy. Thank yoa, Mr. Chairnian, T am accompanied by M.
David F. Lawton, Deputy Director of the Burean of Retirement
and Insurance of the Civil Service Commission. ITe ix here to join me
i offering any testimony that you may desire with respeet to this bill,

T am pleased to appear heve today to present the views of the Civil
Serviee Commission on FLR. 8469, a bill which proposes amendments
to the annuity adjustment and survivor benefit provisions of the Civil
Service Retirement Act,

Nection 1 of the bill vould amend the plan for permanent adjust-
ment of annuities to refect changes in the cost of living which was
enacted in 1962 as part of Public Law 87-793. This law adjusted
annuities up to date to 1962 by granting all annuitants on the roll
January 1, 1963, an increase of 3 percent. It also provided increases
of 4, 3, 2, and 1 percent. in all annuities commencing in the 4-year
period following January 1, 1963.

In addition, there was added to the retirement law itself a perma-
hent. cost-of-living annuity adjustinent plan, starting from 1962, under
which present and futuze annuitants are gnaranteed automatic in-
creases whenever there is a rise of at least 3 percent in nationwide liv-
ing cost.

Under this plan, the Commission determines annually after cach
Junuary 1 the pereentage change in the ealendar year average of the
monthly Consumer Pric2 Index, calculated from 1962 or from the
vear before the most recent cost-of-living increase, to the latest com-
plete year. Effective April 1 of any year after the price index shows
a rise of at least 3 percent, all annuities then payable which began
before January 2 of the preceding year are subject to an automatic
increase equal to the percentage rise in the price index, adjusted to
the nearest one-tenth of 1 percent.

The Consumer Price Index calendar vear average for 1964 was 108.1
as compared to 105.4 for 1962. This was an index rise of only 2,6 per-
cent, and was insufficien: to provide an autematic increase April 1,
196Gi.  The carliest possible date for an increase under present law is
April 1, 1966.

Section 1 of the bill under consideration today preserves the cost-of-
living adjustment principle established in 1962, but would amend
the adjustinent plan to gear it to the more sensitive monthly price
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index indicator, and would provide the following adjustments effective
the first day of the third month which begins after enactment:

1. All existing annuities would be increased by the percentage rise
in the price index computed on the annual average index for 1962 and
the monthly index last published on date of enactment. Through
June 1965, this was 414 percent. ) . )

9. Annuities which began, or survivor annuities derived from an-
nuities which began, on or before October 1, 1956, would be further
increased by 615 percent; annuities which began after October 1,
1956, would be further increased by 114 percent. o

These additions, when combined with the 414 percent cost-of-living
increase, would afford these annuitant groups total increases of 11 and
6 percent, respectively. : .

3. Annuities of widows and widowers of former employees who died
before survivor protection became generally available in 1948, and
whose gift benefits when later granted were limited to $50 or §63 a
month, would be further increased by an amount sufficient to make a.
total increase of the lesser of 15 percent or $10 a month.

For the future, Mr. Chairman, annuities would be increased auto-
matically to reflect changes in the cost of living. TFuture increases.
would occur whenever the monthly price index showed a rise of at
least 8 percent for 3 consecutive months over the base month used for
determining the most recent cost-of-living adjustment. Rach future
increase would take effect the first day of the third month beginning
after the price index showed the necessary 3-percent rise.

Section 2 of the bill departs from the subject of adjustment of exist-
ing annuities. Tt proposes an amendment under which annuities of
eligible widows and widowers of employees who die in service or who
retire and die after enactment would be 60 percent of the earned an-
nuity or of the survivor base chosen by the employee, instead of the 55-
percent portion provided by existing law.,

The annuity increases proposed by section 1 of the bill would have an
estimated initial annual cost of $101.9 million, and would increase the
unfunded liability of the civil service retirement fund by about $1,040
million. The section 2 survivor benefit proposal would incur an an-
nual level cost of approximately $58 million, figured on the normal
fpsl’;:%?lus-interest basts, and would add $817 million to the unfunded

1abihity. :

As you indicated, Mr. Chairman, my letter of August 11, 1965,
stating the Commission’s official position on II.R. 8469 has been in-
corporated in the record. DBy memorandum dated February 1, 1965,
the President created a Cabinet-level committee under the chairman-
ship of the Director of the Bureau of the Budget. The President
directed the committee to study and review the whole structure of
the Giovernment’s retirement policies as to objectives, benefit patterns,.
financial soundness, and overall consistency.

He sgpecifically requested that avail ab?re survivor benefits be ex-
- amined in the context of life insurance and other benefits payable to
survivors., In this connection, it is important to recognize that each:
benefit item must be considered in terms of its proper proportionate
share of the total fringe benefit package. '

It is the position of the Commission that it would be best to defer
action on all retirement legislation until it can be considercd in: the

Approved For Release 2005/06/29 : CIA-RDP67B00446R000600030009-4



Approved For Release 2005/06/29 : CIA-RDP67B00446R000600030009-4
10 CIVIL SERVICE RETIREMENT ANNUITIES

light. of the findinex and recommendations of the Cabinet Committee's
report, which the PPresident has direeted be submitted to him not Iater
than December 1, 1965,

In my testimony befare the ITouse subcommittee on March 31, 1965,
I stated that it was the position of the Commission that there was
neither need nor justification for any further anuuity increase legis-
Intion bevond that alrerdy enacted into law, In the months which fol-
lowed, however, we have taken a critical look at the existing cost-of-
living adjustment plan. We have noted faults, particularly with re-
spect to the annual average formula for computing the pereentage rise
in the price index. Esch monthly price index since November 1961
has shown a rise of more than 8 pereent above the level for calendar
year 1962, Yet the anrual average price index for 1961 showed a rise
of onlv 2.6 pereent, anc an automatic increase would not hecome pay-
able under existing law antil April 1, 1966,

While, as 1 have said, the Commission helieves it would be betier to
await the results of the Cabinet Commiitee’s study, experience has
shown that the mechanies of the cost of living annuity adjustment plan
can be improved. The time element can be shortened by using the
monthly price index instead of an annual average. The (fommission
will therefore not object (o the enactinent of TI.R. 8469 insofar as it pro-
poses adjustment of existing annuities to reflect changes in the cost of
living,

Wo strongly recommend that seetion 2 be deleted from TLR. 8469,
Tt vrenoses o maior. permanen( Tiberalization in the retirement law
which is wholly unrelated to the adjustment of existing annuities—-the
basic purpose of the bill. The item is t vpical of the piecement approach
to retirement legislation which the administration seeks to check by the
formulation of up-to-date policies based on the Cabinet Committee
study of the total Federal retivement structure. It bears no rational
relationship to any other part of the emplovee benefit package and
would not xolve the nun ber one survivor henefit problem.

I'n ite deliberations, “he Committee, of which T am a member, has
recognized as a major defect the inadequacv of survivor benefits for
short-term employees, particularly those with less than 20 years of
service. We do not believe that there is such a problem for the sur-
vivors of emplovees who die afier 30 or 35 years of service. The raise
in the widow’s benefit from 53 to 60 percent would do very little
to help the widow of the emplovee with comparatively short
serviee, It seems to tha Conmmission that it would he foolish to com-
mit the expenditure of £358 million a year on a palliative which would
be onlv that and not a —eal solution. This %38 million is a substantial
sum which would leave less to be spent for a better solution. We
hope, in our report o the President nexi December 1, to be able 1o
recommend a solution which would really help the widow who most
needs help.

The Burenu of the Budget has advised that enactment of TT.R. 8169
wonld be inconsistent with the progran of the President if it ineludes
the nrovisions now in section 2.

Mr. Roger Jones will be pleased to give testimony for the Budget
Bureau.

Mr. Lawton and T w 'l be pleased o answer any questions.
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Senator Russerr. Then the only part of this bill to which you
object is the survivor’s annuity provision in section 2.

Mr. Macy. That is correct. As far as section 1 is concerned, we
feel the action of the House in amending the formula for the cost-of-
living plan is appropriate, and we support it. We believe it will make
the system more responsive to the change in the cost of living and will
assure prompt implementation of the policy established by Congress
in 1962—namely, that the purchasing power of the earned annuity be
sustained for those who have retired. )

Senator Russert. Would you explain in greater detail the cost of
section 27 .

Mr. Macy. Yes; the level cost would be $58 million annually based
upon our computations. . .

But, as I indicated in my prepared statement that there is an in-
crease to the unfunded liability with this liberalization as well as
with others. ]

Although T know it is unpopular to remind people of what things
may cost in the future, in this program where we are really providing
benefits for the future, it is important to recognize that these benefits
must be funded at some date in the future.

In that regard, our estimate is that section 2 would increase the
unfunded liability by $817 million; $58 million would be a level cost
through time.

Senator Russerr. What would be the cost through the first year?

Mr. Lawrox. Much less. Probably not more than 5 or 6 million,

" Senator Russerr. ITow fast would it increase?

Mr. Lawrton. It would go up exponentially as the number of
survivor annuitants on the rolls increases in future years, :

Mr. Gurizpen. T presume the Cabinet’s Committee is making a
L}tu(hy of the condition of the civil service retirement and disability

und. :

Mr. Macy. Yes, sir, Mr. Gulledge, that is one of the major items
on its agenda. , , ‘

The point that Mr. Gulledge raises is clearly set forth here. One
of theé grave concerns is the matter of financing not only this retire-
ment plan but the retirement plans that cover military personnel,
Foreign Service employees, and other Federal employees. ' ‘

The study by the Cabinet Committee is related to all Federal re-
tirement systems and consideration of what is the Government’s
proper position with respect to providing income after retirement,
covering survivors.and how such plans should be designed and
financed. R ' ' ‘ R

The members of the Committee are the Secretary of State, the
Secretary of Defense, the Postmaster General, the Secretary of Labor,
the Secretary of Health, Fducation, and Welfare, the Director of the
Bureau of the Budget, and the Chairman of the Civil Service Commis-
slon. SR D

This Committee hag Mr. Lawton as its stafl director. Tt has been.
working industriously for a number of months. Tast month it held
4 days of hearings to permit organizations such as those that will
appear before you this morning to give their views with respect to
changes and modifications of the various retirement plans.
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These were very he]})f ul meetings. They aflorded a betier under-
standing on the part of the members of the committee of the views of
represenlatives of employees and retirees with respeet to this very
important part of the tot:] prograni,

Mr. Pasciiar. I notice in your statement when you referred to sec-
iion 2 yvou estimated an annual cost increase of $58 million. The
Bureau of the Budget used the figure $85 million. Is that an error
somewhere or is it that far between the agencies?

Mr. Macy. You embarrass me, my friend. I am afraid T have not
checked my statement with the Bureau of the Budget. We will en-
deavor to clarify the inconsistency,

My, Pascrran. 1 thought we should have them closer.

M Macr. Perhaps we are using different computers and we should
recoucile them,

Mr. Pascinn, Is it the feeling of the Civil Service Commission with
respeet to section 2 that 60 percent for survivor benefit is too high?

Mr Macy., The view of the Commission is that this requires the kind
of study that is underwey at the present time. We do not feel that
we have the information on which to formn a judgment as to the
proper percentage at the present (ime.

We ({o feel (hat (he serious inadequaey with respeet {o surviver
benefits relates primarily to the survivors of short-term employecs.

1t may very well be that for that group, 60 percent is inadequate.

Our feeling is that it would be wise to await a consideration of tho
total retirement plan before singling out this particular liberalization
because we believe that Congress 1s entitled to presentations of all
changes that appear to be indicated, and further. that the executive
brauch has an obligation (o indieate what its recommendations are
as to how such liberalization should be financed.

Mr. Guirepse. Mr. Macy, in your report on this proposal. you
have given us $102.4 million as the total cost for the first year. That
is on page 2 of your report, dated yesterday.

Section 1 would cost §101.9 million. It would seem that section 2
would only cost $500,000, rather than $3 or $6 million the first year.

Mr. Browx. As you said, Mr. Gulledge, that is correct. The esti-
mated first-year cost of section 2 is only half a million dollars, but
that will increase very rapidly in the future.

The level cost, which Chairman Macy previously stated, is $58
million o year. It will go up to over $100 million in the distant
future.

Mr. Macy, Let me explain the testimony just given was from Mr.
Maurice S. Brown, Chief Actuary of the Civil Service Commission.
ITe is our mathematical adviser on these matters,

To correct my previous response, the $58 million that T referred to
is the level amount. This is an actuarial term to indicate the amount
that would represent a level eost over an extended period of time.

But as you very properly point out, it starts out prospectively and
the coverage therefore is limited to start with, but it rises as addi-
tional survivors come on the rolls.

Therefore the cost goes on up and on an exponential rise, and the
Tevel cost is the statistical term as to what it would cost if you level
this line ont over a period of time.
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So, to be accurate, we should say that the initial cost for the coming
year 1s a modest cost of approximately half a million dollars.

I apologize for confusing the testimony earlier. Does that clarify it
for you?

Mr. Gurreper, Yes, sir. : )

Senator Yarporouvet. I regretIdid nothave an opportunity to hear
each question and answer, but as you know we are forced to divide our
work between committees. I had to go to another committee for a
few minutes before I could come over to this very important hearing.

I notice your statement about the creation of the Presidential Com-
mission on February 1, 1965, to study this problem of annuities and
survivor benefits.

Do we have in the record a table showing what amounts are paid
to survivors and how many survivors we have? '

Mr. GurrenceE., We do not.

Senator Yarpsoroueir (presiding). I presume that will be placed in
the record later. )

We have the percentage of survivors that are receiving old age assist-
ance on the basis of need, where the survivor annuity is not enough.
Are there any in that category ?

There are some survivors receiving as little as $44 a month. Do
we have any data on that or is that awaiting study by the Commission ?

Mr, Macy. We donot have data with respect to income of survivors.
That is involved, as you point out, in this study. -

One of the areas of major concentration by the Cabinet Committee
is adequate protection for survivors of all Federal employees.

Also, Mr, Chairman, this has a direct relationship to social
security coverage. One of the areas of related study that the Cabinet
Committee is focusing on is how to relate these systems.

Senator Yareorovell. A study to see whether the average employee
receives more or less compared to other people in different segments of
our population.

Mr. Macy. That is correct and also see if coverage can be worked
out in social security for the short-term employees’ survivors.

Senator Yarsorouer. For those who come in at 55 or 60 and work
5 years?

Mr. Macy. Yes; and even the young employee who unfortunately
loses his life and leaves a young family and little in the way of
survivor benefits. :

That person, if he had established eligibility through social
f)ectlrgty coverage, would receive a reasonably satisfactory survivorship

eneftt,

But the civil service system, based upon length of service and salary,
would produce very little, and of course, the plan does not vest until
after 5 years.

Senator Yareoroucir. That is being studied by the President’s
Committee.

Mr. Macy. Yes. I just indicated a charter of that committec as-
signed by President Johnson. The committee is proceeding to work
very industriously on all of these issues and has a requircment to
submit its report to the President on December 1.

Senator YArsorover. Of this year?

Mr. Macy. Yes,sir.

52-507—65——3
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Senator Yarsororeir. Thank you very much, Chairman Macy. I
will read that carefully.
Mr, Macy. If, after you have reviewed my statement, you have any

questions you would like to ask, I will be happy to come to your office
Lo answer them.

Thank you, Mr. Chairman.

Senator Yarnoroverr. The next witness is Mr. Roger Jones, Special
Assistant to the Director of the Bureau of the Budget.

STATEMENT OF ROGER W. JONES, SPECIAL ASSISTANT TO THE
DIRECTOR, BUREAU OF THE BUDGET; ACCOMPANIED BY DAVID
McAFEE, STAFF MEMBER, BUREAU OF THE BUDGET

Mr. Joxes. Mr. Chairman, thank you very much. I am accom-
panied by Mr. David McAfee, one of the stafl members of the Bureau
of the Budget who works on personnel legislation and personnel policy
matters.

Mr. Chairman and members of the commitlee, may T first thank Mr.
Paschal for his sharp eres. Ile did eatch a transposition in figures.
There is no difference between the Civil Service Commission and our
figures in cost. It shou d be $58 million which has been explained as
the level cost.  The $85 million is a transposition, and I will ask that
it be corrected in the record.

Senator Yarporotcil. Youmay correet your copy as you go through
your statement.

Mr. Joxgs. Mr. Chairman and members of the committee, T appre-
ciate this opportunity {o appear before the committee to present the
views of the Bureaun of the ]gudget regarding TLR:, 8469,

This bill proposes to increase the annuities of all retired Federal
employces or their survivors; to revise the 1962 formula for cost of
living adjustments in armuities; and to increase prospectively the an-
nuities of widowsand widowers from 55 to 60 percent of the employee's
earned annuity .

Specifieally, all annuities payable as of the first day of the third
month beginning after date of enactment would be increased by the
percentage change in the Consumer Price Index from the annual av-
erage for 1962 to the mcnth latest published on the date of enactment.
Asof June 1965 the index has inereased 4.5 percent.

Furthermore, annuities based on retirements effective on or hefore
October 1, 1956, would be raised an additional 614 percent, and an-
nuities commencing after that date would be increased by an additional
114 pereent.

A third group of annuities--those being paid to widows and wid-
owers of employees who died or retired before 1948—would be in-
creased by an amount equivalent to the lesser of 15 percent or $10 per
month,

In place of the present formula for cost-of-living adjustments which
measures the change in terms of calendar year averages, the bill would
provido for the increasas whenever the monthly price index shows a
rise of at least 3 percent. for 3 consecutive months over the base month
used for defermining tl.e most recent cost of living adjustment. The
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effect of this change would be prompter response to Increases in
living costs. o )

Section 2 of the bill would increase the annuities of widows and
widowers of employees who die in service or who retire and die after
enactment from 55 to 60 percent of the employee’s earned annuity.

The Civil Service Commission estimates that the first-year cost. of
the proposed increases in annuities would be approximately $102
million.  Since the bill provides that all costs be met from the existing
retirement trust fund, the increase in the unfunded liability would be
$1,040 million. The estimated cost of the section 2 provision changing
the survivor annuity formula from 55 to 60 percent would be $58 mil-
lion per year, and a further increase of $817 million in the unfunded
Liability of the system. ) i

The Bureau of the Budget believes that the full purchasing power
of the annuities of former employees and their survivors should be
maintained. For this reason, we agree that the proposed revision of
the 1962 formula for future automatic cost-of-living adjustments is a
desirable improvement. f

With respect to the proposed increases in annuities already payable,
wo are concerned over the fact that past adjustments have resulted in
a haphazard pattern of increases that have not beon directly related to
actual loss of purchasing power. As a result, certain groups of
annuitants have been treated more gencrously than others. The 114,
61%, and 15 percent adjustments for the three groups of annuitants
identified in the bill will not correct these discrepancies. Neverthe-
less, this general approach is probably the most feasible that can be
undertaken at this time. Since we are not prepared to offer a better
solution, the Bureau does not object to these provisions of the bill. .

We do object, however, to section 2, which seeks to change one partic-
ular feature of the Federal benefit package for survivors.  In thelicht
of studies now underway, we believe that enactment of the section
would be premature.

The President’s Cabinet Committee on Federal Staff Retirement
Systems is currently reviewing the adequacy of retirement and sur-
vivor benefits in relationship to similar survivor benefits provided
under social security, Government life insurance, and other disability,
death, and survivorship programs.

In the past, Federal empﬁ)yee benefit programs have been instituted
and changed from time to time with little attention being paid as to
how the benefits of one program related to benefits of another. Asa
result, there is some question as to whether the total package is as well
balanced as it might be. In other words, would a different distri-
bution of the components better meet the needs of the survivors?

The Cabinet Committee’s report, which is due December 1 of this
year, will make recommendations for changes deemed necessary to im-
prove the adequacy and effectiveness of the benefit package as a whole.
The piecemeal change proposed by section 2 of IT.R. 8469 conflicts with
If),l:lﬁ President’s program. I strongly urge that it be deleted from the

il.

My testimony is largely repetitive of what Chairman Macy said but
there may be questions the committes wants to ask of the Budget
Bureau. If you have such questions, Mr. McAfee and I will be
very glad to try to answer them.
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Senator Yarsorouair. Senator Russell?

Senator Russert. No questions.

Senator Yarsoroueri. Counsel ? _

Mr. Gurteper. In other words, Mr. Jones, the Bureau of the Budg-
et is in favor of the proposal with the exception of section 2?

. Mr. Jo~nes. That is correct. L

Senator Yareoroverr. Counsel for the minority ?

Mr. Pascrran. Thave no questions. )

Senator Yarsorouerr. I missed part of Chairman Macy’s testimony
while it was being given and I may not have heard this data on the cost
of section 2,

Wasn’t the question about what it would cost the first year——

Mzr. Joxgs. The first year costs are very small. Mr. Brown’s esti-
mate is $500,000.

Senator Yarsorouarr. What would be the second year cost?

Mr. McArge. Tt depends on how many people retire each year. If
we assumed the same number of employees retired the second year
it would double, but the tendency will be for the number retiring to
increase fairly rapidly from here on.

Senator Yarsorouvcir. You say that the cost would be $500,000 the
first year and then double that, a million dollars, the second year ?

Mr. McAren. Yes, becauso you will still be paying the first year’s
retirees and to that you are adding an equal or greater number of
employees.

Senator Yareoroverr. Do you expect as many widows to be involved ?
This is applying to survivors only. Do you think that in 1 more
year there will be double the number of survivors of retirees?

Mr. McAren., No, I did not mean to express this in terms of num-
bers of individuals, but only in cost. The cost, of course, is directly
related to numbers; T am just saying that it pyramids.

It you pay out $500,000, the same numbor of dollars will have to be
paid out to those same people, minus the widows whose husbands dio
the second year, but you will have added to that more widows; and
these will either be about the same number oy maybe a slightly greater
number.

Senator Yarsoroverr. Fag any computation been made as to what
it will cost the third year?

Mr. McAren, The actuaries have worked this out, for about, 60 years
in advance. ,

Senator Yareoroveir. How many years pass before you reach that
figure of $58 million as a yearly cost?

Mr. McArns. Presumably halfway through the period, because the
$58 million is the normal cost.

It is the average of what it will cost over the period of time.

Senator Yarsorouverr, You mentioned the figure 60 years.

Mr. McAren, I just picked that out of the air. T don’t know what
actual number the actuaries used.

Senator Yarsorovem. We would like to get that calculation and
put it in for the clarification of the record. -

There is a vast difference between $500,000 and $58 million and
we would want to see those computations so that we may determine
what to do with section 2.
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- (Subsequently the following information was submitted for the
record :)

The following table has been prepared by the Actuary of the Civil Service
Commigsion :

Estimated Fstimated
cost cost
Year: (millions) | Year—Continued (millions)

] $0.5 25th — _ $68.8
2 . LT 30th___ X
3d R 3.2 35th -~
4th e B0 40th
5th —— -— 7.0 A5t e e

10th - ——— 16.5 50th -

15th - 30.8 55th and after

20tD e 48. 6 :

The average of the apnual amounts is $58 million which is the level cost cited
by the Commission. . :

Mr. Joxes. May I make one extension to my remarks at this time?
As you will remember, the last full-scale study of the Government
retirement system was undertaken 11 years ago. .

Very shortly after he took office, President Johnson became in-
terested in this because of proposals made to him for increases in so-
cial security and for a reexamination of military retirement systems
as they provide survivor benefits, _

As time went on, in connection with the review of the current year’s
budget, he decided to extend the study to retirement plans generally
in order to update the study that was made by the Kaplan Commission.

A good many things have happened since then in our society as
a whole with respect to survivorship and for older people. The Cab-
inet Committee 1s most anxious that it have a full opportunity to re-
view the entire spectrum here, with particular emphasis on the short-
term service people, as Chairman Macy testified.

As things now stand under the Civil Service Retirement Act there
is no survivorship protection for people in their first 5 years of em-
ployment. Most of the younger people do not have social security cov-
erage, either.

Senator Yareorouvast. If they were under social security they would
have to be under it for 18 months.

Mr. Jowms. That is correct. We are concerned about this. Our
objection to section 2 is that it seems to prejudge one specific issue—
an issue on which we hope we can come up with a series of recom-
ﬁmr}dations for a better survivorship package on an across-the-board

asis. ,

We are not asking that the committee drop the question of survivor-
ship.  'We are simply asking that it be deferred until we can put this
report before you.

Senator Yarsorouverr. Are there any further questions?

Mr. Gurieves. Mr. Chairman, I have one further question.

Mr. Jones, the langnage in section 8 of the ouse-passed bill, I pre-
sume, is suflicient to avoid the situation in 1962 which required the
Appropriations Committee to act before payments could become
effective.

Mr. Joxes. That is correct. Under H.R. 8469, the payments are
made directly from the fund, Mr., Gulledge.
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Senator Yarsorovea. I think that is o good question and I am glad
to have it clarified.

Thank you, Mr. Jones. Do you or Mr. McAfeo feel you have any
further information that will be helpful to this bill?

We hope to start on it as soon as we get the completed record of
these hearings to study.

If gﬁ)u have any additional information which you think would be
help u on theso points, you can send it up and we will put it in the
record.

Thank you for your very brief and concise explanations, ]
Senator Yareorouei. Qur next wituess is Mr. Jerome J. Keating,
president, National Association of Letter Carriers.

STATEMENT OF JEROME J. KEATING, PRESIDENT, NATIONAL AS-
SOCIATION OF LETTZR CARRIERS; ACCOMPANIED BY J. STANLEY
LEWIS, SECRETARY-TREASURER, NALC; AND DON KERLIN,
LEGISLATIVE ADVISER, NALC

Mr. Kramine, Senator, I am accompanied today by ihe sceretary-
treasurer, J. Stanley Lawis, and Don Kerlin, our legislative adviser,
and who was formerly on this staff,

We aro here today representing the 170,000 members of the National
Association of Letter (farriers, We have members in every State of
the Union, the District of Columbia, and Puerto Rico. Among our
membership, we have 15,000 retirees.

We want to thank you, Senator Yurborough, and the members of
this committee for scheduling hearings on IL1IR. 8469 so soon after the
action of the Ilouse. ‘The llouse of Representatives thought most
highly of this bill, approving it by a vote of 394 to 0.

Senator Yarsonovail. I would say that isa pretty healthy majority.

Mr. Xearine. That is a fairly good majority.

Oue of the problems concerning annuitants is that what is an ade-
quate annuity when a man retires, after a few years, because of the
change in the value of the dollar, becomes an inadequate annuity.
This i1s the basis of our principal problem today.

In the November 1964 issue of Pension and Welfare News, Geoflrey
N. Calvert, a graduate ia economics and political science, a fellow of
the Institute of Actuariss (London) and an associate of the Society
of Actuaries in America, declared:

The basic purpose {o be served in establishing a pension plan is to enable

each employee to enjoy frecdom from want and a measure of cconomic security
after he or she is no longer actively employed.

ITe also stated:

Pension plans are very lor g-term financial operations. To think of a pension
plan slmply ar a promise 1o pay a stated number of dollars mouthly, com-
meneing at some future date, represents a superficial view, The hopes and ¢x-
peetations of emjloyees are continuously built, during the period of employment,
around the concept that they will be able to retire under the plan on a dignified
basis and with enough income to meet their basic necds.

We are thoroughly in agreement with what Mr. Calvert said and
we believe that we have a responsibility to sce that thoss who are
retired have their annuit.es maintained at a level that will give them
a living comparable to what they expect when they retire,
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The goal defined by Mr. Calvert is getting more and more attention
in private retirement plans. The Bureau of National Affairs re-
ported on a new agreement between the D.C. Transit System and the
transit union.

- Beginning November 1, 1965, disability, early retirement, and nor-
mal retirement will be adjusted each year on the anniversary of the
employee’s retirement. The adf'ustment will equal the dl?ercentage
change in the preceding year in the age rate of the top-rated operator.

In this modern age, the purchasing value of the dollar is constantly
changing. Since 1895, the purchasing power of the dollar has de-
clined every year except the years during the depression in the 1930’.
With the constant introduction of new products, the concentration of
population in urban areas, the necessity of increasing Government,
activity at all levels, and the necessity for more dollars to maintain
our standard of living, this situation is not likely to change.

The National Association of Letter Carriers strongly endorses TLR.
8469, the Daniels bill, recently passed by the ITouse of Representatives.

The principal need is for an increase in the annuities of all retired
employees and survivors of employees and retired employees presently
on the retirement rolls.

There were 482,131 annuitants on the rolls on June 80, 1964, There
were 205,855 survivor-annuitants on the rolls on ithe same date.

Among the annuitants, 49,544 were receiving annuities of less than
$50 a month; 125,450 were receiving annuities under $100 a month;
211,501 were. receiving annuities under $150 a month; and 299,751
were receiving annuities under $200 a month. This means that 62

. percent of all those on the retirement rolls were receiving annuities
of less than $200 a month.

On the survivor-annuitant rolls, there were 78,252 receiving annui-
ties under $50 a month; 163,274 receiving annuities under $100 a
month (this is 79 percent of all of the survivor-annuitants). There
were 190,773 receiving under $150 a month, and 200,400 receiving
under $200 a month. This means that 97 percent of the survivor-
annuitants were receiving less than $200 a month. '

It is intercsting to note that 139,378 retirees out of the 482,131 on
the rolls retired on disability. This figure is in keeping with the
experience under social security and also under private pension plans.
A substantial number of people who retire do so because of the con-
dition of their health. )

We feel that an increase in annuities is sorely and urgently needed.
Certainly, inder the most conservative evaluation, those who receive
less than $2,400 a year are on a poverty level and, in our fight against
poverty, we surely should do something to raise the income of people
getting less than $200 a month, , S

_'The Bureaun of Labor Statistics used to make studies in 20 selected
cities of how much money was required for a retired couple to live.
They stopped that study some time back. Tho last one was made in
1959. When they made that study in 1959, they decided that for a
retired elderly man and his wife fo live modestly, but comfortably,
takes the following income:

In Chicago, $3,636, which is the highest; Houston was the lowest,
tequiring $2,641 annual income to live modestly and comfortably.
Yet we have most of our annuitants getting less than $2,400. ’
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_ TI the BLS figures are correet, and I think they are--I think it
is a very accurate Burean—pcople who are getling less than $2,400
can't live in the ecity with Ul\e owest cost with those studies. The
average was close {o $3.0 00 a year, as T remember it.

The civil serviee retirement program has not completely ignored
the concept that Mr. Ca.vert set forth that—

The hopes and exyectations of employees are continuously built, during the
period of empleyment, aroand the conpcept that they will be able to retire un-
der the plan on a dignified basis and with enough income (o mect their basice
living neods,

The present law provides for an increase in annuities when the
cost of living advances by 3 pereent. This was made a part of the
law in 1962, but the earliest the annuitants ean receive an increase
under this provision is April 1, 1966. This provision is totally in-
adequate, and we objected to it at the time it was under consideration
as requiring too high a percentage increase in the cost of living, and
as being based npon ar inadequate base annuity. We believe that
the annuity shou{d hava been mereased to an adequate base before
tho cost-of-living index voas imposed.

Tinder cerfain circumstances, the cost-of-living increase might ye-

nire 14 montlis before it became effective. ILIL 8469 provides that
ﬁnc Conunission shall determine the percent change in the cost of
living monthly rather than yearly as t]lle present law provides. ILI.
8469 also provides that ffective on the first day of the third month
which begins after the Hrice index shall have equaled a rise of at
Teast 3 percent for 3 consceutive months over the price index for the
base month, the annuities shall be increased by the same percent in-
crease as the cost of Tiving. In addition thereto, those who retired
prior to October 1, 1936, shall bo granted an increase of 614 percent
n their annuities, and 1 ose who retired since that date shall receive
an inerease of 114 percent. We endorse these increases wholehearted-
Iy : they are sorely needed.

The increase provided for widows of employees who retired prior
to 1948 of 15 pevcent or $10 per month is most necessary. These sur-
vivor annuitants receive, m the average, $44 per month, Fifteen per-
cent sounds lika n substar tinl amount, but 15 percent of $4 is a small
amount.

Scetion 2 of TL.R. 8469 provides that section 10 of the Civil Service
Retirement Act shall bo amended by striking out 55 and inserting 60
wherever it appears.

This section has for its purpose inereasing the annuities of those who
are placed on the survivcrship volls in the future. The excecdingly
small annuities that survivors are now receiving points up to the need
for an increase in survivorship benefits. Seventy-nine percent of the
survivor annuitants now on the rolls, as I pointed out previously, are
receiving less than $100 a month, and an increase in this area on a (})er-
manent %asis is sorely needed. If this amendment is not included, as
annuitants die and as active employees die, we will have more and
more people added to the under-$100 volls, . o i

Tt is our opinion that the provisions of this section are {ushﬁed. We
Delievo that the provisions of this section should be extended to the sur-
vivors of all annuitants now on the rolls. ILTR. 8469 does not extend
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the benefits of this section to present annuitants. ‘We do not believe
that if two people are living on a relatively small income, and one dies,
that the surviving wife can get along on 55 percent of the income both
were receiving. One hundred percent of the income might not be
needed, but certainly 55 percent would not be sufficient. They can get
along perhaps on less than 100 percent but 55 percent 18 a small per-
centage. There is a general tendency to increase the survivorship bene-
fits in outside industry. ) . .

T was reading an article recently that discussed the survivorship
benefits in Europe and countries, and all of the Furopean countries are
far ahead of us in this area. o

T think that certainly we should improve the situation as far as sur-
vivors are concerned and, of course, the argument 18 frequently made,
“Let’s wait for a study.”

We have a lot of studies in Government and the tendency of Gov-
ernment in making a study is to put off action. When you put off
action, it means that there are a certain number of people who are
going to be denied those benefits. We don’t know how long it will be
before that legislation will be enacted into law. Certainly, it will be
some time next year and several months will elapse before the law 1s
effective. ‘

We think that the case for section 2 is strong enough so that it should
be kept in the legislation now. If it is taken out, a lot of people who
will retire will be denied the benefits that come from that law but Ido
sincerely hope it will be extended to those already retired. )

There is one question that always comes up when we have a question
of retirement and that has to do with the civil service retirement fund.

In connection with that, there is a good deal of discussion about
the proper way to finance a retirement fund. Recently, a paper was
vead at the meeting of the actuaries under private practice. They
have a conference every year. This paper was presented by John
ITanson, who works for the Wyatt Co., one of the large national com-
panies, and he described, T think, perhaps the three systems that are
used for financing funds about as well as anybody. I think we could
oven modify one of them to some extent in his paper and this is just
a resummary of a long paper, a rationale for certain cost provisions.

The House provisions indicated may be interpreted as follows: “Pay
as you go;” the necessary contribution on a cash basis under a plan
that will continue indefinitely. That is the basis under which the
social security plan is financed although we are told that it ig a little
bit different than the other plans because it is not pay as you go ex-
actly. Ttisatax planrather than a contribution plan. T

 Then, the second plan is “Normal cost_and interest.” That is the
type of operation that the Civil Service Retirement Commission fa-
vors; the appropriate cost provision on an actual accrual basis under a
plan that will continue indefinitely.

Under the acerual basis, they pay interest on the unfunded liability
plus the normal cost of the plan.

_Then the “Termination funding;” the appropriate plan to be con-
sidered temporarily. This is a very expensive operation that requires
that enough money be put in to take care of all of the liabilities at
such time as the plan should be discontinued.

4

52-507—65
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Now, our plan is often singled out for being poorly financed—
the only study that was actually made under the Government plans
was made in 1954 by the Kaplan Conmmission. Under the Kaplan
Commission, at that time the cost to the Government for Civil Service
retirement. was 5,15, "Chat is the percentage of payroll. For Federal
judiciary it was 10.72. They make no contribution. The sole con-
tribution is made by ths Government.

For the uniformed serviees, the cost was 949 percent of the total
payroll, and Koreign Service officers and employees contributed at
that time five and a half percent. We are contributing six. The pay-
roll cost. was 19.50., ’

No, you see, our plar. is the least costly and our so-called unfunded
Tiability at that time was %9,911 million, and the unfunded lability
of uniformed services, according to the Kaplan Commission was §18
willion: twico what our plan was. So, we also think it is sort of un-
fair to single out and all you hear about is the civil service retirement
plan isnot properly financed.

T have here a chart that we prepared and presented to the Cabinet
Commitiee, and it shows the Government contribntions year by year
and the amount of the appropriations recommended by the actuary and
the difference between yecommended and actual appropriations, the
compound interest factor and the amount of money that the Govern-
ment should have cont -ibuted if they contributed what the actuaries
recommended.

I might point out further that there is $14 billion in the fund. The
employees have contributed $12 billion-plus, and the Federal Govern-
ment las contributed $10 billion-plus. That is total contributions.

From the total of $10,300 million, Federal employees contributed
over $12 billion.

In the first 8 years, of course, the Government made no contribution.
In 1954 and 1955, there was a provision in the law that they had to
contribute money to take care of an increase in the annuitants and they
contributed only for tlat amount. They made no general contribu-
tion to the fund. But f they had contributed exactly what the actu-
aries recommended over the years, there would be $13,530 million more
in the fund.

The year 1930 is the only year during the entire history of the oper-
ation of the plan wherein the Congress appropriated and in some cases
it was not Congress’® frult; sometimes the Commission cut down on
what the actuaries recommended and sometimes the Dureau of the
Budget cut down on what the actuaries recommended, but the ap-
propriations in only one instance in all of the years since 1921 were
what the actuaries recommended. ) )

Now, we think that this ought. to be taken into consideration. We
believe that the Government. has an absolute responsibility here. The
fund will be in far better shape if they had contributed as regularly as
the emplovees, .

Presently the cost of the plan, according to the figures of the actu-
aries in the last report published which was for June 30, 1963-—the
actuarial report. is a ver.r hehind the report of the Civil Service Com-
mission and they are alriost a year behind in actualitv—so at that time
the employees contributed six and a half percent. and now the agencies
contribute six and a half pereent, but the deficit amounted to 0.49 per-
cent. of the payroll, so the fund is reasonably close.
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As a matter of fact, the expenditures of the fund up until 1958
were paid entirely out of the employees’ contributions. Since then,
they have been using alittle additional money but at the present time
the expenditures of the fund are less than the employees’ contribution
and part of the interest. ) .

So, I think that this bill is reasonable. I think that every bit of it is
reasonable.

T would like to see section 2 extended a little further to take care of
the retirees. But I do hope the committee will render a favorable re-
port and that action will be taken very soon because there really isn’t
t00 much time remaining if we can beliove all of what we read in the
newspapers. i ) i .

Wo appreciate the opportunity of presenting this testimony this
morning. .

Senator Yarnorovert. Thank you, Mr. Keating.

Senator Russell?

Senator RusserL. No questions.

Senator Yarsorouatr. Counsel?

Mr. Gurrenge. No questions.

Senator Yarmorouetr. Minority counsel?

Mr. Pascrarn. No questions. i )

Senator YamsoroucH. Mr. Keating, you have some very interesting
statistics in this statement of yours. I am very much surprised that
out of 482,000 retirees on the rolls, 189,000 retired because of disability,
inability to work, rather than on age. Of these 205,000 survivor annul-
tants, 49,544 were recelving less than $50 a month.

Do you have any information available here with you today show-
ing the figures on old age assistance which are based on need and not
based on the legal right, as these retirees or the social security retirees?

Mr. Kuatina. I do not, but actually the civil service retirement
looked good compared to some of those programs. Part of it is due
to the fact that small annuities were given to the widows of those
who retired before 1948. There is another area that I did not mention
which I think is quite important.

There are a few cases of mental or physical disability which makes
it impossible for them to earn a living. T have had a few brought
to my attention where those who retired before 1948 can’t get a nickel
anywhere. They get nothing under retirement. I think they are
p}zl»thetic cases. There is only a handful of them, but it is rough on
them.

Originally, of course, we had quite a checkered story on survivor
annuitants.” The annuity that they receive now is better than they did
receive previously. The reduction that the employees have had to take
prior to 1956 to provide survivorship benefits was quite high.

I have a letter that came in this morning from one fellow who was
paying 1714 percent, but under the law at the time he retired, he could
have paid 25 percent of the annuity to get the survivor annuity. Sub-
sequently, it was changed to 20 on the smaller amounts and 10 percent.
This had a tendency to keep down the number of those who elected
survivor annuities.
~ There have been provisions where they could elect to have a re-
duction made on part of their annuity. Where the annuities are
small and people are in good health, they have not elected the sur-
vivorship benefits. All of these things have operated to keep the
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survivorship Lenefits low. T do not think we would show up too well
in that comparison,

Senator Yarsorot 611, s you kuow, in State pension programs,
they are based on sge. The investigator goes out and interviews
them.  You might say it is charity. It is unlike these carned
annuifies.

I'know in my owr Stute, in the case of social security retirees, 20
pereent of all of the soeinl security relirees receive old-age assistance
on top of that. Miuw is not. the Mghest, but in 20 percent of these
cases the social security payments are so low they are less than old-
age pensions,

I think the pensior in Texas averages $68. In some States, it is
over §100 a month, particularly in the mountain regions and Pacific
coasl, and the Northeastern States, .

=o, T wonder what pereentage of (hese retirees have (o go to the old-
age-nssistance program (o get supplemental assistance.

Senator Russern, Did you say that the payments out of the retire-
ment fund have been greater than the amount of the contributions
Plus interest upon the fund.  TIs that correct?

Alr. Kearixe. No. The payments out of the retivement fund have
been Tess than the contributions plus interest,

Another factor we did not discuss is that we have not always gotten
the amount of interest that we should on the basis of {he going interest
rate. In fact, recent’y it was held down (o 214 percent for quite a
while, even though tle going interest rate on private annuity funds
was 4 percent.  That was amended in the 1962 Taw.

You will remember, Senator Ya rborongh, where now the earning is
about. 3.26, which is still three-quarters of a percent less than the earn-
ings in private pension funds.

Senator Yarrororanw. Arethere any further questions?

If not, thank you, Mr. Keating, and (hank you, Mr. Lewis and Mr.
Kerlin.

The next witness is Mr. Patrick J. Nilan, legislative director, United
Federation of Postal (Terks.

STATEMENT OF PATRICK J. NILAN, LEGISLATIVE DIRECTOR,
UNITED ¥EDERATION OF POSTAL CLERKS

My, Ninax. Thank you, Mr. Chairman.

Mr. Chairman, if it'is agreeable to you and the members of the com-
mitteo I would like to submit our statement. for the record and com-
ment briefly on section 2, which seems to be the main point in question.

Senator Yarsorovair. That will be helpful if you will, and you may
proceed in your own wry.

Mr. Nirax. We will submit the statement of the United Federa-
tion of Postal Clerks.

(The statement referred to follows:)

STATEMENT D'RESEXTED 1Y DPATRICK J. NiLax, LEGISLATIVE ThirecroRr, UNITED
FreperaTioN of I'ostan CLERks, AFL-C10, ox ILR. 8469

Mr. Chairman and members of the committee, for (he record, T am Patrick J.
Nilan, .

I am {he natfonal legislative director of the United chergmop of Postal
Clerks, AFL-CI0, with hcadquarters al 817 14th Street NW., Washington, D.C.
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We are the sole national bargaining representatives of the 245,_000 clerical
employees in the postal establishment under the terms of our national agree-
ment with the Post Office. . .

But the views I am placing on the record here today go beyond the‘lmmedmte
concerns of our working clerks to reflect also the aspirations and, indeed, the
prayers of additional hundreds of thousands of retired Federal employees ang
their survivors—ranks who have aptly been described as the “forgot.ten people.

These are the people for whom we speak today—nearly 700,000 retired Federal
employees and dependent gurvivors, a vast majority of vs{hom havg been con-
signed, through no fault of their own, to lives of margm_al survival on th’e
fringes of poverty—inunocent vietims rather than beneficiaries of the Nation’s
expanding economy. . .

So, I deem it a speeial privilege to have this opportunity to be heard in support
of H.R. 8469, which proposes to share a small part of 1ghe benefits of the.Gr.eat
Society with all segments of that society rather than just some—ithe principle
that says, “be just—fear not.” S .

Tor if any one group in our society has been denied justice it ig those older
retired people who reached retirement age 10 or 20 years ago and w_hose an-
nuities—based on the smaller salary bases in effect at the time of their retire-
ment—are literal pittances, insufficient to meet even the barest minimum needs
for shelter and clothing, not to mention human dignity.

We recently obtained from the Civil Service Commission a. set of comparative
figures on this score that are revealing—to say the least.

The latest T.8. Civil Service Commission figures available to our union show
that as of June 30, 1963, the average monthly annuity of all retired postal em-
ployees was $219 a month, or $2,628 per annum, But the average monthly annuity
of postal employees who retired in 1964 ig $275 a month or $3,300 per annum—
higher by $56 a month—higher by $672 a year—than the overall average for all
retired postal annuitants.

Obviously median figures of this nature do not begin to show just how pitifully
small must be the monthly annuity of those who Tetired a decade or two decades
ago.

T.ooking even at the most recent averages, a good case can be made for imme-
diate cost-of-living annuity increases; but for the real clders among our retired
people increases are urgent, overdue and obligatory. One does not need to be an
cconomist to see that thousands of our retirees and their survivors are living in
actual poverty by definition—that is, on incomes under $3,000 a year.

The United States of America ought to be able to do better than that for ity
own loyal servants.

Scarcely a day passes that my mail does not bring new and often heart-breaking
evidence of the injustice time has perpetrated. Permit me just a few quotes from
recent unsolicited letters: '

Trom St. Petersburg, Fla,: “I have $67-a-month civil service disability retire-
ment; having retired in 1946, Those who retired in 1956 receive so very much
more. Is there any chance of righting this injustice soon? I am 73, Tomorrow
may be too late. I don’t even have a burial allowance.”

Trom Fort Collins, Colo.: “I am 85 years old, retired in November 1940, after
38 years on the road (as a railway clerk) I am proud of the service I gave the
Government during those many years.  But we wonder how we can so quickly be
forgotten and so easily neglected and forced to live 'as second-class citizens. Is
there any prospect of some help for us older citizens? I hope I have not bothered
you too much.”

From Seminole, Fla.: “I might as well go ahead and starve because I can’t
make ends meet. Those who are working have gotten nearly 30 percent in
raises since I retired, but my income has been raised @ measly 5 percent or $192
a year. The job I felt has since received raises totalling $1,600 a year. Some
day you will all be retired and you will see how it §9.”

From Chicago, Ill.: “We didn’t get any increase in our annuities when the pay
raise for working postal employees went into effect last July, but we have to
pay the same for our consumer goods as those who did get raises. This is
not a fair deal and we are not asking for much-—just to be remembered a
little for our past service.”

From Indianapolis, Ind.: “The rccent increase in the cost of the health
benefits program has permanently reduced my annuity by nearly $5 a month
and further increases in the cost of health benefits can be expected in the

Approved For Release 2005/06/29 : CIA-RDP67B00446R000600030009-4



Apprgged For Reldase: 2505/08/ 29T CIARDP 62B00446R000600030009-4

Tfuture. Is it fair for inacequate annuliies to be going down in this day and
age?”

These viewpaints were selocted at random, Mr. Chairman, that are typical
of the hundreds of letters we are receiving about the cxisting inequities of
the retirement system.

Earlier in this prescntation I observed that the United Federation of Tostal
Clerks was testifyving today In support of ILR. 4G9 and basically the prin-
ciple of more equitable annuities.- and this can be construed Lo cover a mul-
titude of legisiative oversigl.ts,

For example; those who retired before 1048, after 45 years of service, are
still limited to only one-half of their relatively small 5-year high average sal-
aries while their latter-day successors—-in the same job, and in the same cate-
gory—can receive an annuily of 80 percent uf their much larger d-year high.

The 1956 Retirement Aet brought many improved benefits—but only for
those who retired afler its passage. There are other examples; but this
subcommitice and its exeellent staff are, I am sure, more familiar than I
.with the extent and breadth of the inequities which were unresolved as of
the enactment of 195¢ legislation and subsequent retirement lpws,

Mr. Chairman and members of the commitice, the United Federalion of
Postal Clerks supports all provisions of ILQR. &i09, including that part of
the bill which preposes to inerease survivorship benefits from (he present 53
pereent of A retirement annulty to GO percent.

Public Law 80--426 enacted on February 28, 1048, originally esiablished the
50 percent survivorship beuefit and was subsequently amended to 55 percent
14 years later, on October 11, 1962, as a result of Public Law 87-T93.

Mr. Chairman, we strongly urge this committee to recommend approval of
this essentinl minimuin improvement to 60 percent in the civil service retire-
ment system as proposed in ILR. §1G0.

Mr. Chairman, the antiquated and archaie idealogy that “iwo ean live
cheaper than one” in present day American socfety certainly cannot be sub-
stantiated when a retiree is suddenly taken from his or her spousc after many
years of married life. The expense of mortgage payments, utilities, auto-
mobile transportation, properly maintenance, and the many other essentials
of maintaining a minimum eXlstence or standard of living by one’s self after
the death of a spouse certainly cannot e equated by a 55 percent, GO percent,
or even g 70 percent or 75 percent survivorship annuity.

Mr. Chairman and members of the commlittee, we hope you will agree if a 50-
percent survivorship benefit was eguftable and reasonable In 1948 when cnacted
into law (and we don’t agree it was as a minimum adjustinent), then certainly
17 years later, as of today, 1905, & barest minimum of GO pereent as provided in
ILR. 84069, would apprar more than justified by all criteria of reason, logic,
comparability, and certalnly Christian Justice.

Mr. Chairman, we wholeheartedly endorse and recommend approval of all pro-
visions of ITL.R. 8409 as presently being considered by this distinguished com-
mittee and we want to commend you for the expeditious consideration of this
legislation.

Thank you, Mr. Chalrmar and members of the commit{ee, for the opportunity
to present Lthe views of the United Federation of Dostal Clerks on this most
important legislation. We know, as always, you will give thoughtful and
objective consideration (o our representations.

Mr. Nmax. We will comment on section 2; that is increasing
tho sarvivor benefits from 55 to 60 percent; as recommended in the
legislation before this distinguished commit tee.

I would like to refer the committee to page 4 of our statement.

Mr, Chairman, it happens frequently where the spouse is taken
from this world and his widow or survivor must have the additional
expenses of mortgage pagments, taxes, utilities, automobile and other
transportation, property maintenance, and the many other essentials
of maintaining 2 minimum existenco or standard of living by one’s
self after the ﬁﬁath of a spouse certainly cannot be equated by a 55-,
60-, or even a 70- or 75-percent survivor's annuity.

We believe, Mr. Chairman, that the minimum of 60 percent. as
provided in IL.R. 8169 would be justified.
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We are very much impressed by the questions asked of Mr. Macy.
The point was made very clearly and very effectively that the first-
year cost of section 2 is estimated at approximately half a million
dollars. Certainly, half a million dollars in a 9-month period or a
period following enactment of the legislation would require a con-
siderable number of widows to suddenly come into this classification.

But even if the half a million dollar figure is correct, certainly the
project, as you bronght out, for the next few years, is not a tremendous
drain on the retirement fund. ‘

We appreciate the President appointing this special committee to
consider the retirement system of the Federal Government,

Also, we feel when this committee does conclude its recommenda-
tions and does present a report to the President and, subsequently, to
the Members of Congress, certainly there will not be any question of
increasing the survivor benefit as proposed in this bill,

We would like to believe that the Commission and the Congress
subsequently will find that this figure should be raised to 75 percent
or higher, depending on the information and the data that is made
available. We do not feel that the question of a 5-percent increase
in the survivor benefits is particularly a controversial point either as
to the cost involved or certainly as to the proposals that are included
in the bill. ‘ : ‘

I was very much impressed by the statements of my colleague,
Jerome Keating, of the National Association of Letter Carriers, and
I certainly share his feelings that certainly there should be a higher
benefit so far as survivors’ benefits are concerned. '

As T mentioned, Mr. Chairman, we wholeheartedly endorse and
sugport the provisions of H.R. 8469,

Senator YArBorouarr. I want to ask a question and T will divect it
to several of you gentlemen : What is the percentage paid to survivors
of annuitants paid under social security ?

Mr. Nrraw, I am afraid I do not have that information.

Mr. Kuarine. It is on a regular schedule.

Mz, Jaspan. 82.5 percent. L

Senator Yarporoveir. That is a surviving widow who had not
~worked but whose husband was drawing social security. '
) D;) you know what the percentage is under the railroad retirement
aw ?

Mr. Krarmve. It would be about the same because they have a coor-
dination plan. _ N

Senator Yarporouvcs. You doubt it is as high as 80 percent under
the railroad retirement? : :

Mr. Jonms. That works a slightly different way. ~

You get a benefit for the man and an added benefit, for the wife
and the wife’s survivorship is a percentage of the 100 percent of the
g)lz}n’s retirement. We can give you a little more precise figures on

is.

Senator Yarmoroucrr. If a railroad retiree dies, does his widow
continue to draw her percentage plus a share of his percentage?

Mr. Jowms. No. She gets a basic percentage of his annuity. It
comes out about as Mr, Jaspan indicated, but the computation formula
is a little different than a straight percentage.

(Subsequently, the following information was supplied for the
record :)
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17a1LR0AD RETIREMENT ANXNUITIES

Railroad retirement is considerably different from civil service retircment
when it comes to survivorship benefits. Under the rallroad retirement sys-
tem, there are both wives' annuities and widows' annuities. Under civil serv-
ice retirement, there is orly & widow's annuliy.

The computation of annuicdes under railroad retircment is quite compli-
cated, but there is one arovisdon to the railroad retircment law which places
a detinite floor on the amnount of annuity that a widow will receive. The law
contains a provision which gnaraptees rallroud employees and their families
thaut their total monthir benefits wiil be pot less than 110 percent of (he
amount or 110 pereent of the additional amount they would receive if the em-
ployvee's rallroad service after 1936 had been covered by the Social Security
Act. This would wean that in many instances, the annuity could well be
the same as social sccurity—1that is 82.5 percent of the employee’s annuity, and
quite certainly the compmilable annuity would be more than the civil serv-
ive annoity. ’

Senafor Yareonovci, Mr. Keating, you stated that in Europe
widows receive higher bhenefits,
(tan you furni.s%t us data as to what foreign countries have pro-
grams similar (o ours?
{Subscquently tho following information was supplied for the
record :)
Vipows’ BEXEFITS 1N EUROPE

In the June 1965 issue of Pension and Welfare News, Clark T. Foster, writing
on the subject of widows' bunefits declared that:

“Widows' benefits in Exrope have long been an integral part of the typical
pension program and it wosld be difficult to find any U.S. plan more generous to
widows than those that are commonplace abroad. The TS, soeial sceurity pro-
gram, in fact, includes imjoriant widows' and orphans’ benefits. Norvmal prog-
ress toward the rounded program of family security in our corporate employee
benefit arrangement was detoured by the development of group life insurance,
now the standard forn of death beuefit in the U.8. employee bencfit package.”

Speeifically, in the typicil bepelit program of a German employer, “widows
of employces who dies before retirement—at any age, and after as little as 1
vear of service—recelve Income for life or until remarriage, of as much as 60
percent of the pension the employee would bave received had be survived fo
normal retircment age and costinued io earn the salary he was carning at the
time of his death.”

Senator Yarsorovecir. Do you have available, Mr, Jones—I assume
the President’s Commission is studying this—what these annuities
would be in private industry where they have pension plans separate
from social sccurity?

Mr. Joxes. We have some information on the stafl retirement plans
which are additive to private systems, but in many cases the companies
ure not too anxious to raveal this type of information because it de-
pends upon the method it is financed. Generally, the survivorship
annuities, under the additive plans, ave gearved to what the social
security benefit may be :n terms of the life of the principal.

Senator Yarnorouelr. As you say, that would be a rather more
diflicult thing, because it it were labor in the plant it would depend
upon the contract with tl.e labor union and if it were with their execu-
tives they would be hesitant to furnish it,

Mr. Joxes., For the production workers it is fairly easy to work
but it is diffieult for nonproduction employees. In many cases among
the exceutives, for example, the basic pension is tabled to the officer,
himself. There is no provision for survivorship but his own pension
is high enough or his ow: annuity is high enough that it is expected
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that he can make some provision for his widow. It is extremely com-
plicated. L

Senator Yarsoroueir. I think that would be too limited in numbers
to be very helpful here where you aro dealing with hundreds of thou-
sands of people. ] .

Mr. Joxes, I do not believe the retirement committee stafl will have
enough definitive information on this point so that we can help this
committee by inserting it in the information. )

Senator Yarsoroucrr. Do you have available what percentage 1is
paid to survivors of annuitants of the State retirement system of
those States that have retirement systems?,

Mr. Jonus. I just don’t know how far it goes. We do have some
information. .

Senator Yarsorover. 1 will not hold up the hearings for it, but
if any of you gentlemen have that information it would be helpful
to have it. ‘

Our next witness is Mr. Clarence Taxr, president, National Asso-
ciation of Retired Employees.

STATEMENT OF CLARENCE M. TARR, PRESIDENT AND LEGISLATIVE
DIRECTOR, NATIONAL ASSOCIATION OF RETIRED CIVIL
EMPLOYEES :

Mr. Tarr. My name is Clarence M. Tarr, president and legislative
director of the National Association of Retired Civil Employees.

Our association’s membership of more than 115,000 is made up of
retired civilian employees of the United States and their dependents
and survivors, and widows of employees who died In the service. We
have over 900 chapters throughout the United States. We aro the
only national organization which speaks for more than 700,000 re-
tivees and survivors now on the retirement rolls of the Civil Service
Commission.

Today I am accompanied by George .. Nichols, our legislative rep-
resentative, James O. Bellenger, associate legislative representative,
and John A. Overholt, legislative counsel.

We appear here today in support of TLR. 8469 which has passed
the House of Represenfatives and is now before this subcommittee.
We also thank Senator Yarborough for his sponsorship of S. 422,
also pending before this subcommittee. We thank Senator Carlson
for introducing S. 236, Senator Neuberger for S. 548, Senator Mon-
toya for S. 1037, and Senators Hill and Sparkman for S. 1685 and
S.1745. We will comment on all of these bills.

There are two major fields in which legislation is needed to correct
inequities in our Federal civil service retirement system. This sys-
tem was established 45 years ago to provide for Federal civilian em-
ployees, with the assistance of their own contributions, superannua-
tion incomo in the form of lifetime monthly annuity payments, and
retirement income maintenance for disability.

Tt is considered to be a merit system in that it is based on the
premise that retirement income shall be fairly and directly related to
the level of earnings and length of service. It was intended that
those who work a full carcer for Government shall in retirement re-
ceive annuity income sufficient to permit them to live in dignity and
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aloalevel comparable with their retired status, By later amend-
ments, annaities were #lso provided for survivors of employees who
dlie in service or after rerivement . )

During the past 43 vears, there have been nany changes in our
national economy, in the purchasing power of the dollar, and in our
relirement systen.  ‘T'he annuity formula has been changed five or
SN fines, with each change providing weeded liberalization., The
method and formula for provuling survivor annuities has also been
changed four or five times, with u progressively lower cost to retirees,
and a progressively higher seale of benefits for SUTYivors.

) I(.‘m' i greal many years, most of the changes were relroactive, pro-
viding benefits for those previously retired cominensurate with bene-
lits awarded to thase who would retire in the future,

During the past 15 years, the liberalizations in the system have not
been made retroactive, and during this sume period we have observed
the greatest inflationary advance for any similar period in history,
Asa result of these cireu nstances, we now find : ’

(1) Annuities paid to current retirees now range up to 75 and
80 pereent: more then annuities now paid (o persons who retired
from the same identical positions 15 or 20 years ago, and up to
25 pereent and 30 percent more than annuiiies now paid to per-
sons who retired 5 or 10 years ago.

(2) Persons retived from 10 (o 17 FCars ago are now paying,
through annuity recuctions, up to 25 percent of their annuities, in
order to provide survivor annuities on a 50 percent basis, while
current. retirees ean provide survivor annuities on a 55 percent
basis at a cost—through annuity reductions, of only 214 pereent
of their annuities,

Examples of eases showing the above conditions are presented in the
appendix lo this statement.

S. 236, S. 1037, and S. 1685 are designed to correct some of (e in-
equities In annuities of persons previously retired by giving (hem an-
nuity inerease of 10 percent on up to $3,000 of their annuities, and 5
pereenton any present annully in excess of $3,000,

SO488, 8 548, and 8, (745 are designed (o corveel the inequities in
survivor annuities by a vecomputation of all dedvetions {aken in
order to provide survivor annuities under the more liberal formula
in the 1962 Taw - 214 pereent on up to $3,600 of annuity and 10 percent
on the remainder—and by the recomputation of survivor benefits {o the
sd-pereent base available in the eases of persons who retived on or after
October 11, 1962, We are in favor of the provisions of all of these
hills,

Tearings on similar bills were held in the TTouse of Representatives
in Mareh and April of this year, and the result is 1.1, 8469 which re-
cently passed the House of Representatives and is now awaiting aelion
by your subcommitice,

IT.R. 8469 approaches the annuity inerease problem in two ways,

First, it seeks Lo libera’ize the automatic cost-of-living increase pro-
vision of present law to provide increases in 1965 (hat would not other-
wise be effective before April 1, 1966, under which anunuitants would
receive increases of approximately 415 percent; and, second, it adds
fo the cost-of-living increase an additional 115 percent in annuities
based on service which ended after October 1, 1956, and an additional
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614 percent in annuities based on service which ended on or before
October 1, 1956. It would also grant a minimum increase of 15 per-
cent, or $10 per raonth, whichever is less, in the modest survivor an-
nuities of widows of employees who died, or of those who retired, be-
fore April 1, 1948. : .

With respect to survivor annuities, TLR. 8469 would not correct any
present inequitics in deductions to provide survivor annuities, or in
the amount of survivor annuities, but would inerease from 55 to 60
percent the base for survivor annuities in the case of persons who retire
n the future. In effect, this would add to the disparities in amounts
of survivor aunuities, without correcting any of the disparity in the
costs of such annuities.

Quite naturally, we prefer the provisions of 8. 236, S. 1037, and
S. 1685 to the annuity increase provisions of H.R. 8469. These bills
would give us annnity increases of 10 percent on up to $3,000 in an-
nuities this year, and we could still receive the cost-of-living increases
amounting o at least 414 percent in 1966, .

However, we must recognize the fact that there is strong opposition
in some qnarters to such a program and there is danger that it would
not be approved. Furthermore, we are impressed by the fact that
IL.R. 8469 provides a more workable formula for future cost-of-living
increases ag well as for the one now acerued.

Pnder present law, the increase in the cost of living, as reflected in
the Consumer Price Index, must average at least 8 percent for an
entire calendar year for the annuity increase to become offective in
April of the following year. This has resulted in the present in-
tolerable situation where the cost of living had advanced more than
3 percent before the end of 1964 but there is no possibility for a match-
ing annuity increase until about a year and a half later,

IT.R. 8469 provides that when the Consumer Price Index advances
3 percent or more, maintained for only 3 months, the annuity increase
will follow 3 months later. This will insure that future cost-of-living
increases will follow within 6 months after they are due instead of
waiting more than a year. All things considered, therefore, we are
willing to accept the annuity increase provisions of ILR. 8469 as the
best that have a reasonably good chance of approval this year.

Section 2 of TLR. 8469 mcreases the base of survivor annuities for
survivors of persons who retire in the future from 55 percent to 60
percent, but gives no relief either to survivors of former employces or
retirees, or to retirees now suffering reductions up to 25 percent to pay
for meager survivor annuitics. We agree with the principle that
survivors should have 60 pecent of the annnities of their deceased
spouses, but we believe the principle should apply to all.

If the principle is to be applied gradually, we believe it should first
be applied to survivors of retirecs who received small annuities in the
past, and who need the 60 percent advantage much more than sur-
vivors of retirees who will receive much larger annuities in the future.

Wo are also impressed by the fact that there are more objections to
section 2 of TLR. 8469 than there ave {o section 1. 'We understand also
that section 2 is estimated to cost almost as much ag section 1 of the
bill and probably a great deal more than the cost of section 1 less the
cost-of-living increases which would be due anyway in 1966.
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I want to thank Mr. Keating and Mr. Nilan for requesting that ILR.
8469 be nmended fo include those survivors presently on the rolls and
future survivors of present retirees, as well as the survivors of those
who will retive in the future.

Seetion 2 as it is nov written is unaceeplable to us. Qur association
is committed to eliminating disparities and not. increasing them, which
section 2 would do.

For the reasons given above, therefore, we urge this subcommittee
and the full Senate Committee on Tost Oflice and Civil Service to
amend ILR. 8469 by amending section 2 to benefit all survivors, or if
this is not possible, de'eting section 2, and report it promptly to the
Senato for action. Wec plead for prompt action in order Hlmt the bill
may be approved before the anlicxpatu{ adjournment of Congress.
otiies

Thank you again for this opportunity to appear. If you have any
questions, we will be glad to try and answer them.

Senator Yarsorovan. As fundm‘siand your position, you are rec-
ommending the elimination of section 2 and the prompt passage of the
bill.

Mr. Tarn. Yes, unless section 2 is amended to apply {o survivors of
previous retirecs.

Senator Yarsoroven. Aretheroany questions?

Mr. Tarr. We have an appendix we would like to have made part of
thoe record.

Senator Yausorovarr. Without objection, it is so ordered.

(The appendix referred to follows:)

AprpExpix To NARCK STATEMENT, AvGUsT 12, 1965

A former president of ous assoeiation, whe is remembered by many oldtimers
arenuud the Capital for the time he spent in the legislative branch, was retired
from a position in grade C8-9 in the exccntive braneh in 1845 on acconnt of
disability, afler completing 36 years of seorviee. Iis high average salary was
£3017.66 and hix orviginal munuity was 1800, At that tine there was no simple
procedure for providing a survivor annuily, and he received the full annuity.
After annpuity increases in 1950, 1052, 1955, 1938, and 18063, he now receives
83,084 per yrear, or £257 per month, A survivor annuity was provided for hix
wife under the 1R act, of &350 per month, This was inereased to $35 in 1958
and $38 in 1963.

The salary average in grade 9 foday, corresponding to the 33.017.66 in TI43.
ix §X.200. The ecarned annuity for this average, based on 36 years of service,
computed under the 1936 formala with the 1962 increase of 2 pereent, s §5,708.30.
In order to make this most comparuble, we assuime the man retiring today will
elect @ survivor annuily on the base of the first 23,600 of his annoity. which
lowers his annuity by £90. Rounding out to coven twelves, the retiree today
would reeeive $5,616, or $408 per mondh, and at the same time provide a sur-
vivor annuity of $1,980, or $165 per month. The 20-vear spread between these
two reiirees, even with all of the intervening adjustments, represents a difference
of over 80 pereent in retiree annuities and over 180 percent in survivor annulties.

One of onr members was retired from the jobh of pressman in the Bareau of
ngraving and Printing on accounl of dizability in 1050, after 31 years and 9
months of service., At that (Ime, his high §-year salary average was $4,020,
and his earned annuliy £2,070. e clected n survivor annuity for hix wife, which
reduced his annuity to $1.945 a loss of £136.  Ie received annuity inereases of
K180 in 1952, ¥216 in 1955, 2240 In 1958, and %132 in 1963. and his annunity is
now $2.724, or §227 per month. The survivor annuity for his wife would have
been 280 per manth uniil 1958 when it went up to $95, and in 1963 it was in-
crensed again to 2100, We can eompare {(hese figures with the annuity pro-
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visions for his successor on the same job who could retire today. The salary
in effect when our member retired was $2.38 per hour, whereas today it is $4.4Q.
The current 5-year average salary would be about $8.361. The annuity on this
amount for 313 years under the more liberal 1956 formula plus the 2-percent
increase under the 1962 act, would be $5,094. The current retirce could pro-
vide his wife with $165 per month ($1,980 per year) for a reduction of only $30
per year, but let us assume he wants to be as generous as possible, and desig-
nates his whole annuity as a base for the survivor annuity. In this case he
loses 214 percent on $3,600 and 10 percent on $1,494, a total reduction of $240. Ilis
current annuity would be $4,860, $405 per month, and his wife would reccive a
survivor annuity of $2,396, $233 per month. The current retiree from the same
identical position receives more than T8 percent more annuity than the person
who retired 15 years ago; and the survivor of the person who retires today will
receive 183 percent more than the gurvivor of the one who retired 15 years ago.
As a matter of fact, the survivor of the one now retiring will receive a higher
annuity than the 1950 retiree receives today.

Examples are offered below of persons retired from the populous level 4 of
the Postal Service, which applies to most of the clerks and letter carriers. Mr.
A retired in 1949, after 30 years of service, with a high average salary of $3,400.
His earned annuity was $1,770 but he took a 10-percent reduction to provide a sur-
vivor annuity, so his starting annuity was $1,596, $138 per month. The survivor
annuity for his wifé was $888, $$74 per month., After receiving the 1952, 1955,
1958 and 1963 increases his annuity is $2,328, $194 per month, and his wife’s
gurviver annuity is now $1,020, $85 per month.

Mr. B retired in 1954 after 30 years of service, with a high average salary of
$3,800, Ilis earned annuity was $1,890, but he clected a reduction of §114 to
provide a survivor annuity for his wife. His original annuity was $1,776, $148
per month, and his wife’s survivor annuity was $948, $79 per month., After
receiving the annuity increascs in 1955, 1958, and 1963, his annuity is now $2,292,
$191 per month, and his wife's survivor annuity is $1,116, $93 per month.

Mr. G retired in 1959, after 30 years service, with a high average salary of
$4.600, ITis carned annuity was $2,598, but he clected a reduction of $80 to pro-
vide a survivor annuity for his wife. Tis original annuity was $2,520, $210 per
month, and his wife’s original surviver annuity was $1,296, $108 per month.
After the annuity inereasc in 1963, bis annuity is now $2,652 $221 per month,
and his wife's survivor annuity is now $1,356, $113 per month.

- Mr. D is about to retire this year, after 80 years service, with a high average -
salary of $6,500. His carned annuity, with the benefit of the increase voted
him in 1982, will he $3,729. IIc plans to take a reduction of $102 to provide
his wife with a snrvivor annuity. ITis annuity will be $3,624, $302 per month,
and his wife’s survivor annuity will be $2,052, $171 per month.

Tiven after recelving four annuity inereases in 16 years, Mr. A, who is re-
tired in 1949, receives only about 61 percent ag much as the current retiree. Mr.
B, who retired in 1954, who received three annuity increases in 11 years, now re-
ceives only 60 percent as much as the current retiree. Mr. C, who retired 6 years
ago, and who has received one increase, now receives less than 75 percent as much
aq the current retirec. Also, although A is paying the most for a survivor
annunity, his wife will get less than half as much as the wife of Mr, D. Mr. B
is paying more than Mr. D for a survivor annuity but his wife will get slightly
more than half as much as the survivor of Mr. D. Mr. C is paying slightly
less than Mr. D for a survivor annuity but his wife will receive less than two-
thirds as much asthe survivor of Mr. D.

Tikewise, under the Classification Act, we present figures for grades G8-5 and
‘GS_0. Mr. B retived in 1049 after 80 years of service with an average salary
of $4.000 in grade GS-5 and elected a gurvivor annuity, which caused a reduc-
tion of $195 in his annuity. His initial annulty of $1,752, plus increases in 1952,
1957, 1958, and 1963 is now $2,556, $213 per month, and his wife’s survivor an-
nuity has increased from $972 to $1,152, $96 per month.

My, F retired from the same GS8-5 position in 1954 with an average salary of
$4.400 after 30- ycars of gervice, and elected a survivor annuity. His original
annnity of $1,956, with the benefit of increases in 1955, 1958, and 1963, is now
$2,406, $208 per month. His wife's survivor annuity was originally $1,152, and
is now $1,332, $111 per month.

My, G retired from the same G8-5 position in 1959 with an average salary ‘of
$5.,000 after 30 years of service, and elected a survivor annuity. His original
annuity was $2,724 which was increased in 1963 to $2,856, $238 per month. His
wife’s survivor annuity has increased from $1,416 to $1,488, $124 per month.
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Me. B s about (o retire from the same OGN 5 position with an average salary
of SG200 alter 30 years of service. His enrned annuity, with the beaefit of the
inerease in the 162 law, is $3.357. e clecix a surviver aunuity for a reduction
of #3090, His annuity will he £3.468, §98D per month, and his wife's survivor
annuity will be 81,956, $163 per mont .

Mr. IS annnity is 37 pereent higher than the annnities of Mr. ¥ and Mr. I°,
ad more than 21 pereent higher than Mr (3's annpuity. In the ease of the
SHPYIvor annnifies, the differdpec is even greater.

AMr. J. retired from grade €28 -9 position in 1919 with an average salary of $3,300
after 30 years of service, and elected a survivor annuoity. i original annuity
of F2 48, with the increases i1 1952, 1955, 1955, and 1963, is now $3.036, $233 per
month. s wife's survivor snnoity was originally 1,188, and is now $1,368,
X114 per month,

Mr. K retired from the same grade (8 0 position in 1954, with an average
stlary of $GO00 alter 30 years of service amd cleeted a survivor annuity. Uis
original annuity of $2,508 luis grown through the 1933, 1958, and 1963 increascs
to $3.204, 8267 per month.  His wife's survivor annitity, originally $1,476, is now
R1.70:f, 8142 per month,

Mr. Loretired from the same GS-9 position in 1959, with an average salary of
7000 after 20 years of serviwe and cleeted a survivor annuity. His original
annuity was £3,720, bt was irereased In 1963 Lo $3.912, 23206 per month. Iis
wife's survivor annnily was originally $1.968, and ix new $2,064, 3172 per month.

Ao Mois nhoat (o refive from the same GR 9 pusifion with an average salary
of RSO0 after 30 vears of <erviee, il will eleet a survivor annuily. Ilis an-
nuity, with the beaefit of the 19682 [neresse, will be 34968, $114 per month, and
Lis wife's survivor annunity wil be $2.808, $239 per maonth,

Mo M's annnity will be more than 50 pereent bigher than Mr. J's, ahimost 50
pereent higher than Mr. K's. and almost 25 pereent higher than Mr. L's, Mrs.
M survivor annniry is more than double Mrs, I's. abonl 47 prereent higher than
Mrs, K'soand more than 25 percent above Mrs, L's,

AL of these examples show that sunnity Inereases have not kept up with
=alary inerease. and those who retired n numboer of years ago have a just claim
for substantial annuity increases.

Mr. Pasenan, Did T understand you (o say you agreed with Mr.
Keating’s amendment ¢

Mre. Tanre, We agreed to this extent: That presenl survivors, the
survivors of present retivees should be included 11 seelion 2.

My, Pascia, Mre, Keating's amendment would not eliminate sueh
i group.

Mr, Tarr. T niay have misunderstood him, bul T understood M.
Keating to say that he would like (o see present survivors and future
swrvivors of those presently retired (o be ineluded in the bill.

Mr. Kearive, That is right,

Mr. Tanr. ‘That s what we would like to have.

Owing to the time, we do not want this bill to be killed. Our people
camiol gamble their short future on seetion 2, because it does not he *)

them. "They have waited nany long years, We cannot gamble with
their future,

Mr. Pascoar, | just wanted it clear for the printed record. I
thonght. von wanted section 2 eliminated.

Mr. Tarr. No. We would be very Impf)y if your committee would
tpprove it but if it is going (o cause a delay and cause a possible loss
af the hill, then we would rather have section 2 out.

Do I make myself elear?

Senator Yarnoroveir. Ars there any further questions?

Thank you very mueh, geatlemen,

. + r v . ey .

Phe next witness is Mr. Sidney A. Goodman, president of the Na-
tional Postal Union.
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STATEMENT OF SIDNEY A. GOODMAR, PRESIDENT, NATIONAL
POSTAL UNION

Mt Goopman. Thank you very much, Mr. Chairman. .

My, Chairman and members of the subcommittee, my name1s Sidney
A. Goodman, and I am privileged to serve as president of N ational
Postal Union, located at 509 14th Street NW., Washington, D.C.

I am accompanied here by our secretary-treasurer, David Silver-

leid. Woe represent over 53,000 postal employees, organized 1n excess
of 500 local afiiliates in 50 States, including Alaska, ITawali, Puerto
Rico, and the District of Col umbia. o )

We are grateful, Mr. Chairman, for your speedy action in scheduling
hearings on FLR. 8469, which was approved by the Tlouse of Repre-
sentatives on August 3, 1965, by the overwhelming vote of 394 to 0.

" There can be no doubt in anyone’s mind that the immediate bene-
ficiaries of this legislation, namely, civil service retirees and survivor
annuitants, are in urgent need of financial assistance.

As stated by the distinguished chairman of the ITouse Subcommittee
on Retirement on March 16 of this year:

The history of civil service annuity adjustments to meet exploding costs of
living has been one of too little and too late, and our subcommittee does not pro-
pose to let this history repeat itself. We intend to act promptly to carry out the
Government’s obligation to its retired cmployecs this year.

Flowever, there are many bills dealing with revision of the Civil
Sorvice Retirement Act before this subcommittee. We lnow that
tho distinguished members of the committee will understand our obli-
gation to reflect the needs of our membership with respect to them.

Thirty years ago, annuities received by postal employees constituted
a major factor in attracting and retaining desirable personnel. To-
day, with the advent of social security and the development of nu-
merous and comparable “outside” retirement plans paid for entirely by
employers, existing postal annuities can no longer be considered the
positive factor they once were. Government, if it is to compte in
the labor market, must again restore the retirement system to the
favorable position it once held.

National Postal Union’s retirement program, as adopted by vari-
ous national conventions, is as follows: h

1. Elimination of the 1-percent deduction per annum between the
ages 55-60.

2. All annuities to be tax exempt. Flimination of all deductions
assessed for the privilege of selection of widows’ and dependent’s
annuities.

3. Optional retirement after 25 years of service, regardless of age,
based upon 214 percent of the highest 1 year of service multiplied by
the number of years of service, not. to exceed 100 percent of the salary.

4. No increase in the present 6l4-percent deduction of the em-
ployee’s basic salary.

5. Fxtend all benefits to former employees now on the retirement
rolls.

6. All salary increases enacted be immediately reflected in retire-
ment benefits to all annuitants.
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. That the Government appropriate sueh sums as may be neces-
sary Lo assure that Government contributions will have equalled em-
Ployee contributions sinee the inception of the act in 1920,

8. That the proviso of 5 vears of eivilian service for survivors’
benefits under the death elaim be changed (o read: “Immediately
upon becoming a member of the Civil Service Retirement Fund.”

9. When a wife or husband for whom the survivor’s annuity elec-
tion was made predeceases the employee, the employee’s annuity be
automatieally restored to the full amount.

Administration spokesmen have recommended delay in considera-
tion of basic retivement legislation until a report has been rendered
by the President’s Cabinet-level Commit{ee on Retirement. Under
tho cireumstances, while we believe liberalization of relirement bene-
fits is long overdue and fully warranted, we recognize that remedial
action cun be limited an present, to those who need it most—civil
service retirees and survivor annuilants.

We strongly support TL.R. %469 as an absolute minimum which
velirees are entitled, and urge its approval by this subcommittee.

I wish to thank the subcommittee for the opportunity of presenting
our views on (his niost vital issue.

Senator Yarsorouen. It is your position that section 2 should be
loft in the bill but. the President’s Commission, created February 1,
should consider this overall study to bring them up to some com-
parable level of living.

Mr. Gooparan. That is right.

Senator Yarronroveir. Are there any guestions?

Thank you very much.

The next witness is Mr. Daniel Jaspan, legislative representative,
National Association of Postal Supervisors.

STATEMENT OF DANIEL JASPAN, LEGISLATIVE REPRESENTATIVE,
NATIONAL ASSOCTATION OF POSTAL SUPERVISORS

Mr. Jasrax. My name is Daniel Jaspan, I am the legislative rep-
resentative of the Natioral Association of Postal Supervisors, com-
posed of more than 28,000 supervisors in the postal ﬁe{d service in all
30 States, Puerlo Rico, and the Virgin Islands. Our membership
also Inchudes supervisors in the motor velicle and maintenance services.

We appreciate the interest of the chairman of this subcommittee
and the other members in the problems of the more than 700,000 retired
Federal employees and survivor annuitants. We strongly recommend
that this subcommitlee take the necessary action to adjust these annu-
ities sinco immediale relief is needed. ILR. 8469 is a forward slep in
the right direetion.

Many former Federal employees on the relirenient rolls retired
when salaries were much lower than they now are. They retired
under much less liberal provisions than those who were separated after
the enactment of 'ublic Law 84 854 in 1956 and Public Law 87-793
in 1962. If the higher salaries which were justified had been paid
prior (o 1962, the annuities would have been larger. These retirees
and their survivors are receiving smaller annuities due to substand-
ard salaries which were paid prior to 1962, when salary comparability
was made part of the law.
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Public Taw 87-793, which supposedly established true compara-
bility, did not achieve its objective on a current basis. This, too,
means that annuities are still not based on truly comparable salaries.
Tf they had been, and if they now were, the annuities would be in-
creased for all retirees and for those who will retire in the future.

Public Law 87-793 attempted to make some provision for increas-
ing annuities by granting a 5-percent, increase to those on the retire-
ment rolls prior to 1962, with a sliding scale ranging from 4 percent
to 1 percent for those retiring over the following 4 years, ending n
1966. This law also had what appeared at that time to be a hedge
against inflation: A cost-of-living adjustment based on the Consumer
Price Index.

Cost-of-living adjustment : According to Public Law 87-793, an up-
ward revision of annuities is made when the Consumer Price Index
increases 3 percent or more above calendar year 1962 with similar
adjustments in the future. The actual adjustment is not made until
the following April after this increase has occurred. This means a
considerable delay in receiving the benefits of this law. Although the
Consumer Price Index has increased much more than 3 percent since
1962, those already retired would have to wait until April 1966 to be
given an increase in their annuities.

H.R. 8469 would not only provide for accelerating that increase
but would also shorten the period between increases by making an
adjustment when the Consumer Price Index advances 8 percent and
maintains that percentage for 3 months.

The enactment of IL.R. 8469 would relieve the considerable pres-
sure on those who have retired, as well as their survivors.

Although we have many suggestions for liberalizing retirement
benefits, we do not want to do anything to jeopardize the chances of
having FLR. 8469 enacted into law. We believe, however, that this
bill does overlook a small number of people who have no spokesman.
T am referring to the widows of employees who died prior to Feb-
ruary 29, 1948. If these widows were married less than 5 years to the
employee who died, they received no annuity and still receive none.
Under present, regulations it is necessary to be married to the em-
ployee only 2 years for the widow to receive such benefits.

We strongly urge this subcommittee to examine the possibility of
applying the 2-year provision to those widows who were denied an-
nuities when it was necessary to have been married for at least b years
to qualify. We are sure that this is a small number of people and it
would be the humane action to take.

We are strongly in favor of IL.R. 8469 being enacted as passed by
the ITouse, with the excoption of the two amendments, the first of
which would take care of the widows mentioned above.

The second amendment we propose would lessen the impact of the
sudden drop in annuities in cases when the employees cannot qualify
for retirement by the first day of the third month following enact-
ment. This means a sudden drop from approximately 8 to 2 percent
if they retire this year, and 1 percent if their retirement is effective in
1966." Provision was made in Public Law 87-793 to cushion this
cutoff date by granting additional annuity beginning with 5 percent
and gradually decreasing by 1 percent each year from 1963 through
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1966, We hope that this subcommittee can work out a similar
amendment.

. Wealso request that section 2 be retained in the bill. This section
mereases the survivor benefits from the present 55 to 60 percent. We
believe that the 60 percent should actually be Increased to at least
75 percent. Since survivor benefits under social security are 82.5
pereent of the annuity of the em loyee, GO percent certainly is not
out of line and we hope that in lfl’e near future this amount will be
further increased.

Thank vou for the o pportunily of permilting us to give our views
on_the pending bill. e hope that favorable action will be taken
quickly,

Senator Yarnorovair, Thank you, Mr. Jaspan.

Any questions?

I request the staff to study this problem of the widows of employees
who died prior to February 29, 1948, widows who were married less
than 5 years to employees who died. Give us an estimate of the num-
ber and method o making some adjustment to them.

The Veterans’ Subcoramittee recently reported a bill which the
veterans organizations leng sought. Itis now on the calendar and is
expected to pass tho Senate tod?xy to permit the orphans of veterans
who died under combat conditions prior to 1940 to go to school.

‘There are vast provisions for veterans’ orphans where the veteran
was killed in combat, but they were taken as of the combat date of
World War II. There are some before that. TWhen we had the hear-
ings, we found the number in the whole Nation twas only 24. It took
a vast eflort just for that small number.

In the last year or two, a question has arisen as to orphans of Spanish
War veterans,

The fact that thers is o small number does not mean they should
not receive consideration just as thought they were a large number
of people. T want that study made.

If there are no further questions and no furtler statements, the com-
rittee will stand recessed until 10 o'clock tomorrow. e are to have
a statement of Senator Joseph M. Montoya, of New Mexico, placed in
the record. Ile will submit a written statement for this ‘biﬁ.

Thank you all for your very brief and formal and concise statements,

(The following statement was submitted by Senator Monteya for
the record:)

STATEMENT OF HON. JOSEPH M. MONTOYA, A U.S. SENATOR FROM
FROM THE STATE OF NEW MEXICO

Mr. Chairman, it is my pleasure today to add my strong endorse-
ment to those you have already received in behalf of this ill, ILR.
8469, to provide vitally needed relief for retired members of the
Federal civil service and for their survivors. .

This bill closely resembles S. 1037, which T introduced with my
distinguished colleague from TUtah, Senator Moss, last February 8.
In the interest of expeditious action, I suggest that we concentrate
on ILR. 8169, which has already passed the Flouse, before taking
any further action on S. 1037.
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The need for adjustments in the annuities the Federal Government
provides for its retired employees and their survivors is shockingly
apparent when a few statistics are examined. o

More than one-fourth of these 482,000 people are receiving less
than $100 a month.. More than 60 percent get less than $200 a
month. .

Twenty-four hundred dollars a year is not enough for a family
to live on, and an annuity that provides only $1,200 is a distressing
commentary on the deficiencies in the retirement system, and on the
treatment we are according men and women who have served their
Government long and faithfully.

Bad as this situation is, that of the survivors of retired employees
is much worse. Four of every five are living on payments of less
than $100 a month. Only 5,400 out of 206,000 receive more than
$200.

In New Mexico, there are 2,784 Federal retirees and 822 sur-
vivors. We are proud of these people. They are good citizens,
and we are glad that they have chosen our State for their retire-
ment years.

But I am not proud of their income statistics. They average
$2,016 a year, $180 below the national average, and the survivors
are receiving an average of $966, which just matches the average.

No one should be asked to live on that kind of income, and yet we
are making such a demand on retirees in my State and throughout
this Nation. Itis disgraceful.

The men and women who served their Government faithfully for
so many years are entitled to a secure and dignified retirement.
Without adequate income, they are robbed of the peace of mind
which is so essential to happiness and well-being.

A letter I received from a constituent expressed the need of these
retired civil service employees unusually well. Let me quote:

I am writing to request consideration in the passing of legislation proposed
for retired Government employces, those old and gray-haired people who were
once the backbone of the U.8. civil service.

We have now reached a place where bills are put back from month to month
and held over from time to time * * * It is hard to live on half of what
your income used to be, and, taken in connection with the inflated dollar,
it constitutes a real problem.

Granny used to be gsomeone in the corner by a fireplace where the children
slipped her a piece of toast or a bowl of soup, but that’s a long time ago. Now
she’s a little old lady who has put in her timec for Government and finds a
shrinking dollar too small for her needs,

I sympathize with this lady’s plight, Mr. Chairman, and I am con-
fident that this committee does also.

T urge your favorable action on ILR. 8469.

Thank you.

{(Whereupon at 12 noon, the subcommittee recessed, to reconvene
at 10 a.m., Friday, August 13, 1965.)
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FRIDAY, AUGUST 13, 1965

U.S. SENATE,
SUBCOMMITTER ON RETIREMENT OF TIE
Coyrrrre oN Post Orrice sNDp CIVIL SERVICE,
Washington, D.C.

The subcommittee met at 10 a.m., pursuant to recess, in room 6202,
New Senate Office Building, Senator Ralph W. Yarborough presiding.
Present : Senators Yarborough and Fong. o

Staff present: William D. Gulledge, staff director and majority
counsel; David Minton, LeGrand A. TRouse 11, and Hugh B. Key 1T,
professional staff members; and Frank A. Paschal, minority clerk.

Senator Yarmorouverr (presiding). The hearing 1s reconvened to
continue taking testimony on ILR. 8469, a bill to provide certain -
creases in. annuities to retired civil service employees and. their
survivors,

Our first witness this morning is Mr. John F. Griner, president,
American Federation of Government Employees.

Mr. Griner, you may come forward and proceed asyou wish.

STATEMENT OF JOHN F. GRINER, PRESIDENT, AMERICAN
FEDERATION OF GOVERNMENT EMPLOYEES

Mr. Graver. Thank you, sir.

Mr. Chairman, for the record, my name is John T, Griner. I am
nittional president of the American Federation of Government Fm-
ployees.

The organization that I represent wholeheartedly supports ILR.
8469, which has received the approval of the Flouse of Representatives
and is now pending before this Senate subcommittee. It is a good
bill to the extent that it will bring some measure of relief to those
annuitants who, because of retirement in earlier years, are receiving
proportionately smaller payments.

T would like to have had the increase of payments of those presently
on the retirement roll larger than the 11 percent provided for those
whose annuities began before October 1, 1956, an the 6 percent for
those annuities which began after that date. These raises will help
wheroe raises are so acutely needed. The important consideration is to
expedite the increases which are proposed and to augment this raise
with additional increases next year.

If the proposed increases are approved as soon as practicable, those
annuitants in particular who are receiving such pitifully small benefits
will experience some relief, For those annuitants who retired before

41
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1956 the escalator formula should have provided a stopgap, but that
provision failed to satisfy expectations.

Providing larger benefits for retired Federal emplovees and their
survivers should actually be thought of as one of the effective means
of waging the war on poverty. The Council of Economic Advisers
has suggested $3,000 as the annual income below which a person may
be said to be living in poverty. That point of demarcation between
pover(y and minimum subsistence living is applicable whether the
person is actively in the labor market and Tailing to obiain adequately
compensated employment or living in a retired status. i

Itis startling, therefore, (o realize that 75 percent of all Federal em-
plovee annuitants are rece: ving less than $250 2 month or 83,000 a year.,
It is even more surprising to know that 55 pereent of the 482,131 an-
nuitants are paid less than %125 2 month or $1,500 a year. That 169,000
aro receiving this sum halfway below the suggested poverty level fur-
ther emphasizes the great need of so many retirees  Add to that situa-
tion the further fact that 98.9 percent of all survivor annuitants receive
less than $3,000 and the proof of need is truly persuasive.

One fact stands out. clezrly in this disturbing situation. A recom-
mendation that no action be taken with respeet to any phase of retire-
ment legislation until the Cabinet Committee on Retirement has made
its report by December 1 is wholly indefensible. More than that, it
would be heartless to delay until the next or following session of Con-
gress an increase which cen never be substantiated with any greater
amount of persuasive statistical dats than are presently in the record.

One fact about the retirement roll that is particularly indicative of
the need is that while annuities have been increased by varying per-
centages during the last 15 years, the salaries on which the annuities
have been based have in turn been increasing. It has been estimated
that there are probably 80,000 retirees who are receiving not less than
half the sum which is preseatly paid to persons currently retiring from
positions at the samestep in the same grade.

Take, for example, the employes now retiring after 80 years of serv-
ice with a high-5 average of $5,000, admittedly not a high salary, yet
thero aro approximately 210,000 classified employees who are receiv-
ing that salary orless. The current formula would provide an annuity
hased on that average and with 30 years of serviee of $234 a month.
Immediately prior to the revised formula written into the retirement
law in 1956, thoe comparabls annuity based on today’s equivalent aver-
age salary, and using the fcrmula provided by the 1956 retirement law,
is approximately $138 a month. The difference is $96 a month.

The intervening increases granted annuitants were not anywhere
nearly sufficient to make up that initial difference of $96 a month, In
varying proportions, there is a similar basic difference in annuities
which provide an evident. and sound reason for the provision in ILR.
8169 giving 11 percent to t10se who retired before 1956 and 6 pereent
to those who retired after that date. There still will be a gap which it
is hoped thoe next raise given annuitants will close.,

If we carry our analysis back to 1948, a vear in which there were
still other significant changes in the law and salaries were little more
than half what they are today, the disadvantage of nearly 30,000 still

on the retirement roll who retired prior to 1948 is readily apparent.
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That is the group that has the greatest handicap, but those others who
retired prior to 1956 are not far behind. )

The distinction between annuities commencing before and after
October 1, 1956, is important. The formula for computing annuities
was radically changed as of that date. The percentage of average
salary on which an annuity was based was 25 percent greater under the
new formula. At the time the formula was changed retirees already
on the roll were not affected. Unlike the social security and railroad
retirement systems, the change in the civil service retirement formula
did not provide for recomputation of annuities then in effect. I be-
Tieve consideration should be given at some future time bringing these
three Federal systems into agreement on this point.

As a whole, the retirement roll is not made up of a group of short-
service employees whose annuities are inadequate by today’s standards
because they were not employed long enough to merit larger payments.
If we subtract the 139,378 annuitants who retired for disability—
though many of them have had sizable periods of service—there are
349,758 annuitants whose retirement was directly related to service.
Of that number, 120,791, or 85 percent, had 30 or more years of serv-
ice. Those who had 15 or more years of service numbered 214,589, or
62 percent of those retiring other than for disability.

81‘ to view the retirement roll from another standpoint, the aver-
age service of deceased annuitants, whose passing accounted for the
205,855 survivor annuitants being on the roll on June 30, 1964, was
20.6 years. Again there is indication that even survivorship pay-
ments have been related to substantial periods of Government service.
In other words, the Federal civil service retirement system. is in effect
benefiting those who have given a substantial portion of their working
lives to the Federal service.

One of the goals of the retirement system should be te relate an-
nuities directly to increases given to active-duty personnel. This
relationship is maintained in the military pay and retirement sys-
tems. The absence of such an arrangement from the civilian system
accounts for the lag of annuities of earlier years behind those which
are based on the current salary schedule or wage rates.

The last general retirement annuity increase was provided by the
Salary Reform Act of 1962, Public Law 37-798, approved October 11
of that year. Annuities were increased 5 percent which was some-
what less than the 9.8-percent average increase provided by the two
classified salary increases included in the 1962 law. The pay raises
were inadequate, but their inadequacy is further emphasized by the
failure to raise annuities since 1962. Those who were to retire during
the next 4 years, January 2, 1963, to December 31, 1966, shared in
the 1962 ratses which varied on a descending scale from 4 to 1 percent,
but again increases which meanwhile became effective for both clas-
sified salaries and blue-collar wages were proportionately greater than
the lessening formula in the 1962 act. ' ,

One reason why annuities have lagged during the last 3 years is the
failure of the escalator formula in the Salary Reform Act to permit
annuitants to benefit from changes in the Consumer Price Index to
which they were related. Annuitants would have benefited from the
operation of the formula on April 1, 1964, had the annual average
of the index in the calendar year 1963 risen 3 percent over the annual
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average in 1962. ITowever, the annual average for 1962 rose only
.2 percent. Again in 1964 the annual average for that year rose
only 2.5 percent above Lthe base year 1962, )

In November 1964 the index did reach a level of 3 percent nbove the
base year 1962, but the rise was required by the law (o be 3 percent
(not three index points) above the annual average for 1962 and the
3-percent increase had to be based on the average of the index for
the entire 12 months of 1964. By June 1965, the index had risen
4.5 percent. above the 1932 average. If the index maintains or ex-
ceeds this level during 1965, annuitants will be cligible to receive a
cost-of-living increase of + pereent or more, effective April 1, 1966.

The revised formula written into ILR. 3469 will be considerably
more sensilive to changes in the price index. It will permit an in-
crease of 3 percent if the index has maintained a rise of that per-
centage or more during 3 consecutive months.

We also_heartily appreve raising the factor of 53 to 60 which de-
termines the percentage of the amount which the employee chooses
as a base and which a widow or widower will receive as a survivor
annuity.

In this relation, T am somewhat disappointed, Mr. Chairman, to
read in the paper this morning—I was not here yesterday—where a
group representing retired employees went on record us withdrawing
their support therefrom.

I want it clearly understood that the American Federation of Gov-
ernment Employees is 100 percent behind raising this percentage from
the 55 to the 60 percent. T would be in a rather embarrassing position
to face you this morning rnd (o face the membership that I represent,
which is over 165,000 thiroughout this country, ang say to them that
I am not interested in the people who have already retired and are no
longer members of this organization, that I am only interested in those
165,000 peoplo who are now members of the organization and who will
be members in the future.

Wo have on our rolls at the present time about 200,355 retirees. Out
of that group, 163,234 reeaive less than $100 a month.

Senator Yarnoroven. Isn’t it a fact that in some States the average
old-ago ;)ension is more than $100 a month without it being an earned
annuity *

Mr. Griner. Yes, sir; 159,104 widows, and their average is only $77
a month, and the average age is 65.5.

Gentlemen, it is needed 1n order that these cople can maintain an
absolute minimum standard of living. T don't think we should
defer it.

It is my hope, Mr. Chairman and members of this subcommittee,
that you will recommend approval and early enactment of TL.R. 8469.

I want to thank you fo:r your giving me an opportunity to appear
before this commiltee,

Senator Yarnoroveir. My, Griner, this is a very forceful statement.

Senator Fong, do you hr.ve any questions?

Senator Foxc. No questions.

Senator Yarnoroveu. Counsel for the majority?

Mr. Grrrepce. No questions,

Senator Yarnorotcir. Counsel for the minority ?
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Mr. Pascizan. No questions. _ _ . )
Qenator Yarsoroverr. The next witness is Mr. Nathan T. Wolkomir,
president, National Federation of Federal Employees.

‘STATCEMENT O0F NATHAN T. WOLKOMIR, PRESIDENT, NATIONAL
FEDERATION OF FEDERAL EMPLOYEES

Mr. Workomiz., Mr. Chairman, members of the committee, my name
is Nathan T. Wolkomir. I am president of the National Federation
of Federal Employees, an organization of career employees with mem-
bers in all departments and agencies worldwide. o

On my right, I have my assistant specializing in legislation, Mr.
Ben Martin. o

Mr. Chairman, T desire first to express our appreciation to you and
the members of the subcommittee for the interest shown in this very
much needed legislation. The promptness with which these hearings
have been called following passage of IL.R. 8469 by the ITouse of Rep-
resentatives, by an overwhelming 394-to-0 vote, 1s most encouraging.

Tt is our understanding that the subcommittee desires to expedite
these hearings in order that the bill may be quickly brought to the full
committee and to the Senate floor for a vote. We shall cooperate fully
in that objective of the subcommittee by making our testimony suceinct
and to the point.

Briefly, Mr. Chairman, we wish to register at this time our very
strong support for ILR. 8469 as passed by the House of
Representatives.

In its vote, the ITouse underscored forcefully the fundamental truths
contained in the ITouse Post Office and Civil Service Committee re-
port; namely, that—
the history of civil service annuity adjustments to meet cxploding living costs has
been one of too little and too late. The responsibility rests squarely on the Con-
gress and there is general agrecment that this problem requires our most im-
mediate attention. .

Mr. Chairman, the increases provided in TL.R. 8469 are modest in
the face of the rise in the cost-of-living and the severe difficulties which
confront both retirees and their survivors as a result of failure of
annuities realistically to:meet the needs of these times.

In addition to giving some remedial action now, ILR. 8469 also
provides for a very essential improvement in the automatic cost-of-
living adjustment feature which will make the law much more respon-
sive to changes in the Consumer Price Index. This, in fact, is one of
the most important long-range features of this highly constructive
piece of legislation.

The action taken by the House of Representatives was in recognition
of the basic soundness of this bill and the need for immediate action.

In this connection, it is noteworthy that the administration has
modified somewhat its original opposition by approving the accele-
rated cost-of-living provisions of the bill. We find no justification,
however, for the view that action on other provisions of the measurec
should be postponed until the Cabinet Committee on Federal Staff
Retirement Systems makes its report, months from now. Asso many
Members of Congress are Tully aware, the need for action at this time
is deeply urgent for retirees and their dependents.
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The record is replete with authoritative testimony which clearly
points to the pressing need for action. Ilowever, I wish to add some
brief comments at this tine which emphasize the urgency of that need.

, Mr. Chairman, the plight of many retirees and their survivors is
literally at the point of desperation.” The files of the National Fed-
eration of Federal Employees contain many poignant letters from re-
tired members and their survivors who are existing at a marginal level
becansoe of meager annuities and rising living costs—costs which, by
the way. show no tender ey to level off,

The Consumer P'rice Index, even as revised, still fails fully to dis-
close the plight. of these elder citizens who now are attempting to main-
tain themselves and their dependents after a lifetime of dedicated
public service,

May I state that we are just as inferested in our present members
and our future members as we are those who are no longer members
and are retirees. Those were the forerunners of our present civil
service system.  Various costs which hit these retirees the hardest are
still not adequately reflecred by the index.

For the information of the subcommit(ce T would like to include in
the record the following exeerpts from a letter from one of our retired
members. It is typical of many; and many couched in even more
urgent. and poignant language:

Aren't you forgetting the inflationary damage to those who must exist on Lheir
clvil serviee pensions? You are possibly as naive as I was when I believe that
tying the pensions fnta the cost of living would protect the pensioners., Well,
it does not give adequate protection.

Are you aware that thowe pensioners insured under the Government-wide
indemnity benefit plan of health Insurance had their pension checks redueced
Ly $1.53 per month effeclive with checks received on December 1, 1964, and
furthermore there was no ehange in health benefits to offset this action.  This
represents nearly a 2-percent Inerease in the cost of living on the basis of my
pension check.

Total deductions monthly on enrollment code No. 202 are now $16.75. This
represents an increase of over 33 percent (37 porcent plus) sinece November
1963. The Government coniributes a total of $6.76 monthly * * *

Let’s put a little more emphasis on solving the problems of the pensioner ¥ % %,
Please call the attention of Congress to the fact that many civil service pen-
sioners are living on pensions near or below lhe $3,000 per year which the Gov
cernment has classed as poverry level.

The civil service pensioners have just as much right to a decent standard of
living as anyone clse * * *,

In addition to these and the many other cogent arguments and facts
which have been put forward in support of this bill—and may I state
that a quick survey of today's testimony indicates that all are in
unanimity with those wio are testifving for this bill. This should
mudicate the sentiments a1d the feclings of those in this field.

I would like to add the further key point that action to increase
refirement and survivor annuities is vital if the Federal Government
15 Lo fully assume its proper role as a progressive employer.

A retirement system vhich lags, a retirement system which is in-
adequate, a retirement system which is demonstrably lacking in sensi-
tivity with respect to price index changes, does a disservice not only
to retirecs and dependents but to the Government as an employer.

On the other hand, a progressive retirement system, one which is
properly and soundly res,lponsivc; to changing nnnﬂs and conditions, is
1 positive and potent. influence in both the recruitment and retention
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of capable employees with the skills required to carry on important and
often highly complex tasks. Therefore, TLR. 8469 can be regarded
as an essential step in building a better and more efficient carcer civil
service. o
Mr. Chairman, since the inception of the National Federation of
Federal Employees in 1917, our organization has had a very special
interest in and relationship to retirement legislation. Three years
after the National Federation of Federal Employees was organized,
we were able to secure enactment of the first mtirerpen-t law. wh.mh
President Wilson signed in 1920. Since then, the National Federation
of Federal Employees has made improvement of the law a major
objective and concern. Various aspects of the law are still in need
of progressive revision.  And one of the most Important, needs 1s
legislation to strengthen the fiscal position of the civil serviee retire-
ment fund. i _
~ May I state in our last convention held in Chicago last year we had
168 resolutions, more than 15 percent of all of our resolutions on
retirement. Surprising as it may seem to the Iay public, it was not
on pay but on retirement and revisions to the present retirement laws.
For the information of members of this Subcommittee on Retire-
ment, I am taking the liberty of appending to this testimony on H.IR.
8469, the full text of my statement to the Cabinet Committee on Fed-
eral Staff Retirement Systems, which contains a detailed exposition.
of the views of the National Federation of Federal Employees on such
matters as increased annuities, optional social security coverage,
strengthening of the retirement fund, protection for short-term em-
ployees exemption of annuities from income taxation, and others, all
of which come within the purview of the subcommittee. :
We will not read this particular attachment, but we would appre-
ciate your including it in the record.
{ The material referred to follows:)

STATEMENT OF NATHAN T. WOLKOMIR, PRESIDENT, NATIONAL FEDERATION OF
IPEDERAL. EMPLOYEES, TO CABINET COMMITTEE ON FEDERAL STAFF RETIREMENT
SYSTEMS, JUNE 1965

: INTRODUCTION

I appreciate the opportunity of presenting this statement on behalf of the
National Federation of Federal Xmployees to the Cabinet Committee on Federal
Staff Retirement Systems. .

Appointment of this Committee is evidence of the administration’s interest
in Federal staff retirement systems, which are so vital to sound personnel ad-
ministration and to a progressive program of employec-mangement relations.

The National Federation of Federal Employces has a very special and unique
interest in the civil service retirement system. .

When our organization was formed in 1917, there was no retirement system
for Federal employees, although the need wag urgent and had been felt for many
years.

Thus, passage of retirement legislation became one of the principal objectives
of the National Federation of Federal Employees (NFFE) as established at its
organizing convention in Washington 48 years ago this September. It is sig-
nificant that just 3 years after the formation of the NFT'E, and the beginning
of concerted, organized efforts by Federal employees to secure action in this im-
portant area, the first Federal employee retirement law was enacted by Congress
and signed by President Woodrow Wilson in 1920.

Since then, the National Fedcration of TFederal Employees has made the
improvement of the retirement law a major objective and concern. We have
w‘o“r‘ked, with a signal degree of success, to modernize the system and mazake it
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Tully responsive to and reflective of the needs of the Federal Government and
its carcer employees. But it is evident that much yet remains to be done in
this direction. There are gaps and lags in the system which ery ont for remeds.
Indeed, it is noteworthy that it our most recent nalional eonvention, in Septem-
ber 1964, more resolutions ware presented for consideration on the subject of
retirement than on any other =ingle issue confronting Federal employees. This
in itself underscores the need for a full-scale survey of retirement such as is
being undertaken by the Cabinat Committee.

NFFE POSITION 0N NEEDED IMPROVEMEXTS

The XNational Federation of Federal Employees for many years has urged
the passage of legislation permitiing optionsal retirement after 30 years of serv-
ice without regard to age.

Thix would be benefieinl both to the Government and to the employees. Many
employees would choose to rotire. thus making room for younger people and
inereasing possibilities for advancement. The additional cost to the retirement
fund, because of longer expectaney on the rolls, would be largely offset by the
smaller annuities pakd for shorter service.

Opponents of the proposition have often stated that the better employees would
retire but that the less efficient employees would remain on the rolls to the
detriment of the service. They have argued that the Government should be
given the option of retiring employees “fur the good of the service” as a con-
cesslon for passing 30-year optional retirement.

The NFFE is opposed to foreced or involuntary retirement unless adequate
safeguards are provided to p-otect the employees invelved. Management now
has the right and the responsibility to downgrade or remove unsatisfactory
employees for eause, including ineflicicney, after due notice, and the employees
have the right to appeal against such adverse actlon,

To force retirement of employees whose work is not unsatisfactory would not
be cquitable, and would work a grave hardship on many who still have children
to educate and other heavy family obligalions. To be faced with mandatory
retirement at any time at the will of management despite satisfactory serviee
certainly would not help the morale of the Government service, nor its eficieney,
and would be a serions deterrent In the recruitment of the well-qualified people
s0 urgently needed in the service.

The XNFFE recognizes the need for better protection for the families of those
cmiployees who die or become disabled beforce completing substantial Federal
careers,  Such proteetion could be provided by higher insurance coverage and
by higher annuities for the familics concerned. Nevertheless, our membership
has repeatedly rejected all preposils for such changes if it means linking the
eivil xervice retirement systepy with {he socinl securily system. We believe the
('SR should be strengthiened nnd its independence mainfained. The financial
stability of the retirement fund should be assured by increased contributions
from Government to make uy for past failures of the Congress to appropriate
the fitir Government share.

The NFIPE has gone on reeerd. however, in support of optional social sceurity
coverage in addition to Federal retirement for Federal employees, bat with the
elear proviso that there should be ne mingling of tlhie {wo systems and that
Tederal retirement would continue independent and not be administratively
merged with social security i1 any way. {(Iptional soeial scenrify coverage for
those emplovees desiring it and paying for it is, however, in line with progressive
ihinking and action in thix whoele ficld,

Correction of certain inequlties in the Federal retirement system are essen-
tial, in the view of the Natlonal Federation of Federal Employeces.

For exnmple, single annuitants should have survivorship rights for dependents ;
widows and widowers should have cqual rights: ndministrative offices should
be required to submit paperwork promptly so that inltial paymients will be made
when due,

It is our position that refirement annuities should be exempt from Fed-
eral income taxation. Railroad retirement annuities and social security bene-
fits are so exempt: there is no reason in logic or equity why civil service re-
firement benefits should not be freated equally. Civil service retirement an-
nuities also should be cxempt from State and local inheritance taxes. The
assessment of Inheritance tiuxes om the actuarially computed verlue of the
annuity defeats the purpose of the annuity Lo provide living income for the
dependents.
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COMMENT ON PROPOSED POLICY STATEMENT

The principles and policies suggosted by the draft of a “recommended
statement of congressional policy” regarding the civil service retirement sys-
tem are generally along the lines advocated by the National Federation of
Trederal Fmployecs, except that we cannot agree to any connection with the
social security system. Our contributions to the civil service retirement fund
are far greater than contributions to social security. It is noteworthy that
the NFI'E never has objected to the size of the employee contributions to Fed-
eral refirement but have, on the other hand, advocated increased contribu-
tions to secure desired increases in benefits. We are firmly committed to
strengthening and maintaining the independence of the ecivil service retire-
ment system separate and apart from social security.

CONCLUBION

"We strongly urge the Cabinet Committee to recommend both administrative
and legislative action along the lines hercin indicated to improve and strengthen
the Federal retirement system. Sueh steps are indicated not only in fair-
ness to the career employees and their families but in.a larger sense as es-
sential to sound and progressive personnel administration in the TFederal serv-
ice, and thus in the national interest.

Mr. Worgomir. In conclusion, Mr. Chairman, I wish to again thank
you and the members of the subcommittee for the interest evidenced
by these hearings, and to urge a prompt and favorable report on
ILRR. 8469. '

T thank you personally for this opportunity to appear before this
esteemed committee. '

Senator Yareorovatr. Thank you, Mr. Wolkomir. This is a very
helpful statement.

Are there questions, Senator Fong?

Senator Fowe. No, sir.

Senator YAreoroUGII, Majority counsel ?

Mr. Gurrenee. No questions.

Senator YArBoroUGH. Minority counsel?

Mr. Pasciarn. No questions. ‘

Senator Yareorougtr. The next witness is John McCart, Govern-
ment Employes’ Council, AFL-CIO.

STATEMENT OF JOHN A. McCART, OPERATIONS DIRECTOR,
GOVERNMENT EMPLOYES’ COUNCIL

_Mr. McCarr, Mr. Chairman, my name is John A. McCart, opera-
tions director, Government mployes’ Council of the AFL-CIO.

The Government Employes’ Council, representing 31 AF T.-CIO
unions with members in the postal, classified, and wage board services
of the Federal Government, desires to endorse the pending legislation.

With your concurrence, I would like to have the formal statement
presented to the subcommittee included as part of the record, and I
would like to proceed extemporaneously to summarize it.

Senator YARBoROUGIL. Your statement will be printed in full in the
record and you may present it, Mr. McCart, in your own manner.

(The statement referred to follows:)

. STATEMENT OF THE GOVvERNMENT Emrroyves’ Couwcir, AFL-CIO

Mr. .Chairman and members of the subcommittee, the Government Employes’
Council, representing 31 AFL~CIO unions with members in the postal, classified,
and, wage board services of the Federal Government, desires to endorse the
pending legislation. '
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To you and other Members of the Senate who have introduced bills to relieve
tl_m financial plight of retired Federa] workers and their spouses, we express our

these important hearings.

Approximately 482,000 mexn and Women are currently on the civil service an-
nulty rolls. Almost 300,000 1eceive a monthly bLenefit of less than $200 or below
$2.400 annually.

In November 1960, the Bureau of Labor Statistics developed an Interim budget
for retired couples. Ilero are the annual amounts regulred to maintain a modest,
but adequate level of living in five typical elties at that time:

City: Total budget
Boston..__________ . - $3, 304
Chieago- o ________ . ______ T " e 3, 366
Houston___________________ ______ . I _—— 2,641
T.os Angeles__________ —————— ——— 3,111
Washington, D.C..__._____________ __TTTTTTTTTTTTmm 3,047

While the study is the most recent completed by the Bureau of Labor Statisties
in this field, the experience o* all of us indieates that substantial changes have
vceurred in our standard of Hving slnce that date.

In examining the Civil Service Commission's report on the retirement system
for fiseal 1961, we find there 1re currently 206,000 receiving survivor annulties.
Approximately 163,000 or 80 percent of these Individuals have monthly benefits
of less than $100.

Many of those currenily on the retirement rolls left Government service many
years ago. Their annuities are g pittance beeause they were computed on a very
small salary base and under the lower percentnge formula in effect in years
past.  Inclnded also are a large number of disability annuitunts who found it
hecessary to seek retirement. Of those who retired before August 1956, the
average monthly Lenmefit is 3121, After that date, the average Increases to only
2160, I am certain there is ready agreement that these amounts are totally in-
adequate to provide necessities in terms of today’s prices.

These fignres indicate thut the vast majority of Federal annuitants and sur-
vivors receive far below the :neome necessary to mailntain a normal standard
of living. When we recenll that advancing age brings with It unusual medical
and related expenses the ease for adequate annuities becomes even more com-
pelling,

On the one band, we have the constant struggle of these retirees and their
survivors to keep abreast of rising costs; and on the other their complete in-
ability to advance their stancard of Hving. And thils in the face of unprec-
edented progress in the living standard of our Nation generally.

IL.R. 8460 represents a large step in alleviating the finanelal hardship of these
former Federal employees and thelr survivors, Il provides pension increases aver-
aging 10.2 percent for those who retired before October 1, 1936, and an average
A.2-pereent advance for retirees after that date. Weurge its approval,

In October 1862 (Public law 87-703) Congress adopted a cost-of-living
formula for adjusting henefits of retired Federal workers and survivors,
Under this method, an inerense of 3 percent in the Consumer Price Index
for a full culendnr year would result in a simllar adjustment in annuities
effective April of the followiog year. The formula represents an effort fo
maintain some ratio between the consistent advance I living expenses and
the fixed income of retirees. DBut it does not account for the disparity be-
tween those two items at the time of enactment. Nor docs it respond promptly
cnough to flactuations in the Consumer Price Index. Dcspite the fact that
the Consamer Price Index adzanced 3.7 pereent from 1962 to June 1965, the
peeulfar operation of the formula in the Retirement Act has resulted in no
change jn annufty benefits for retirees and their survivors. A revision of
the formula {8 needed badly.

The bill remedies this defect by permitiing adjustments in the annulties in
the fulure 3 months afler the price Index liag maintained n 3-perecent increase
for a 3-month period. An Imporiant offect of this provision will be to reduce
substaniially the time when the need for annulty adjusiments becomes ap-
parent and the actual receipt of increases by retired Federal employees and
their survivors,

Now. we deal with the speeific problem of survivors of retired Federal
enmployers,
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Present law entitles them to 55 percent of the retiree’s pension after his
death. On the basis of figures cited earlier, the monthly benefit for these
individuals—principally widows—is totally inadequate to mect the conste}n'tly
increaging costs encountered by our older citizens. As the standard of living
in our Nation continues to advance, the situation of survivors will continue
to deteriorate, unless the formula for computing their pensions is revised.

Section 2 of JL.R. 8469 meets this problem by increasing the annuity avail-
able to survivors to 60 percent of the benefit of the original retiree.

The Civil Service Commission’s report on civil service retirement for the
year ended June 30, 1964, reveals that the average monthly benefit of sur-
vivors of Federal workers who retired in recent years is $77. Certainly
this average cannot be permitted to continue in the future if there is to be
any hope for the survivors keeping abreast of their economic needs.

The council recommends subcommittee approval of this feature of the bill.

One other feature of FLR. 8469 deserves particular attention. It is the
critical finanecial straits of widows of Federal workers who retired before
1948, when survivorship annuities were not available. There are only 43,000
of these widows, most of whom are at an advanced age. Through the lib-
erality of Congress, they have been granted small pensions as gratuities.
These annuities average $44 monthly. Many receive less.

H.R. 8469 provides increases for these survivors of 15 percent or $10 a
month, whichever is less. The council urges that the subcommittee endorse
this section of the measure, ) )

To you and your associates, we extend sincere appreciation for providing
this opportunity to testify on a subject of vital concern to hundreds of thousands
of retired and active Federal employees.

Mr. McCarr. To you and the other Members of the Senate who
have introduced legislation to assist retired Federal workers, we ex-
press our appreciation and also for your arranging these current
hearings. ' ‘

There are about 482,000 retired Federal employees. Almost 300,000
of them have monthly benefits amounting to less than $2,400 a year.

In November 1960, the Bureau of Labor Statistics devised a budget
for retired couples. We have listed the cities involved in our state-
ment. Let me say that this budget ranges from $2,641 a year in
Houston, Tex., to $3,304 in Boston, Mass, ,

We realize that the retirees, some 300,000 of them, are receiving less
than $2,400 a year. The situation. they face financially becomes
readily apparent. . ' '

- We have talked about the annuitants, themselves.

So far as the survivors are concerned, the situation is even more
difficult. There are 206,000 of them on the retirement rolls. About
80 percent have annuities amounting to less than $100 a month,

Another category of annuitants involves those who have retired on
disability. For those who retired August 1956, when Public Law 854
was enacted, their monthly benefit is $154 and even those who have
retired after that date have averaged monthly benefits of only $160.

AL of this indicates that the Federal annuitants and their sur-
vivors are suffering badly so far as finances are concerned. We feel
that H.R. 8469 is a very significant step in the direction of correcting
this problem. It provides for the annuitants increases of 10.2 per-
cent for those who retired before 1956 and an average of 5.2 percent
for those retiring after that date. '

I think one of the important features of II.R. 8469 is the revision
of the present formula for determining increases for annuitants in the
future. What it amounts to is this: At the present time, annuitants
can wait as long as 18 months after the consumer price index has
risen 3 percent, and under the formula proposed by the ITouse this
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period can be reduced > 6 months.  In that way, ILR. 8469 is much
more responsive to the needs of the men and women involved,

One of the other important features of the pending bill would in-
crease from 55 percent to 60 percent the share that a survivor can
secure of annuitant’s pension when that annuitant dies. This. we
feel, is a significant and important feature of the bill and we heartily
recommend it for your {avorable consideration.

Let me say only with respect to this provision in (he pending bill
that the average annuity of survivors (oday is $77 a month. Now, if
the average is maintained, the increase in the formula from 55 pereent
to 60 percent. would amount to $3.85 a month. If it is increased under
the bill, the amount additionally available to survivors in the future
will be not much more.

Finally, Mr. Chairmin, we would like to direct your attention to
the particular difliculty “aced by the 43,000 widows of Federal workers
who retired beforo 1948. There were no survivorship provisions avail-
able at that time. As a consequence, Congress has provided a gratuity
for these widows which amounts to $41 a month. ILR. 8469 proposes
that these elderly widows receive an increase of 15 pereent or $10,
whichever is less, on a monthly basis. We heartily recommend this
provision to your attention for favorable action.

In conclusion, Mr. Chairman, we would like to urge the subcom-
mittee at an early date to report ILIX. 8169 so that the many men and
women who have devoted their lives to public service ean live in at
least reasonable comfort even though their standard of living may not
be increased appreciably.

Wo appreciato very nuch the opportunity of presenting our views
o lhe commitiee.

Senator Yarnoroveir. Thank you very much, Mr. McCart.

Are there any questions, Senator Fong?

Senator Foxe, q}s*o, sir

Senator Yarnorovorr. Majority counsel ?

Mr. GvirLebee, No quastions.

Senator Yarsorouveir. Minority counsel ?

Mr. Pascrian. Noquestions.

Senator Yarnorovearr. The Scnate is now in session and we could be
called over there any minute.

Any expedition in the hearing will be appreciated.

Our next witness is Mr. C. I, Dorson, president of the Retirement
Federation of Civil Service Employees.

STATEMENT OF C. L. DORSON, PRESIDENT, RETIREMENT
FEDERATION OF CIVIL SERVICE EMPLOYEES

Mr. Dorsox. Mr. Cha:rman and members of the subcommittee, my
name is C. L. Dorson. I am president of the Retirement Federation of
Civil Servico Employees, an organization of approximately 90,000
members, most of whom are presently employed by the Department of
Defense.

‘We should like to begin by expressing our sincerest thanks to you
for the very prompt scﬁedulmg of these hearings, in which we have
intenso interest, after enactment of ILR. 8469 by the ITouse of Repre-
sentatives. Your great interest in the well-being of present and re-
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tired Federal employees, thus exhibited, is very heartening and much
appreciated. ) , . )

For the purpose of conserving your time and expediting considera-
tion of this important legislation, we shall be very brief. You are al-
ready familiar with the provisions of the bill and, therefore, we shall
not take the time to tell you again that which you already know.

Except for the reservations concerning section 1(b), beginning at
line 8 on page 2, we heartily endorse FL.R. 8469 as enacted by the House
and recommend that it be reported favorably and enacted by the Sen-
ate at the earliest possible date.

Our reservations concerning section 1(b) stem more from our fear
that an objectionable precedent, for charging all administrative costs
against the civil service retirement and disability fund, will be estab-
lished than from concern that the cost of administering section 18, now
and in the future, would appreciably deteriorate the fund. '

Wo realize that it will be difficult to anticipate in advance, for bud-
geting purposes, the frequency of automatic annuity and adjustments
under section 18. We point out, howuver, that annuity increases have,
in the past, been put into effect without resorting to a charge against
the fund and we have no doubt that this can be accomplished in the
future. Therefore, we suggest that ILR. 8469 be amended by delet-
ing section 1(b).

Mr. Chairman, the opportunity afforded us to express our views is
much appreciated. ‘

Senator YarsoroveH. Thank you, Mr. Dorson, for coming here and
presenting your views. ' :

I want to request the staff to make a special study of section 1(b),
have it ready for this subcommittee at its first executive committee
meeting. : :

I believe you are the first witness to call this to our attention and
what the precedent is on charging this administrative cost, what prac-
tice might go up on it. We want a special study on that in connection
with your recommendation that that paragraph be deleted.

Mr. Dorson. Thank you very much, Mr. Chairman.

Senator YArporoUeIL. Any questions, Senator Fong?

Senator Foxe. No questions.

Senator Yarsoroueir. Majority counsel ?

Mr. Gurrenee. No questions.

Senator Yarsorouerr, Minority counsel?

Mr. Pascrar. No questions.

Senator Yarsorovem. The next witness is Mr. Ross Messer, legis-
lative representative of the National Association of Post Office and
General Services Maintenance Employees.

Mr. Messer is not here, but we have his statement which will be
placed in the record at this point.

(The statement referred to follows:)

STATEMENT OF R0sS A. MESSER, LEGISLATIVE REPRESENTATIVE OF THE NATIONAL
ASSOCIATION oOF DPosT OFFICE AND GENERAL SERVICES MAINTENANCE
EMPLOYEES :

Thank you, Mr. Chairman, and members of the committee for the opportunity
to appear before you today. I am Ross A. Messer, legislative representative of
the National Association of Post Office and General Services Maintenance Em-
ployees, with headquarters at 724 Ninth Street NW., Washington, D.C,.
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Thix association is the nationnl exelusive bargaining representative with lhe
Post Office for all maintenanze service employees in the postal field service under
n nationwide eleetion held in 192, -

_'I‘his associntion has alw formal recognltion with the General Services Ad-
ministration representing maintenance employees in the ublic Buildings Serv-
ices of GSA. Thix ussncintion hax loeals in the 50 Stalex, Pucrto Ricen, the
Virgin Islands, and the Distriet of Columbin.

We wish to thank you. Mr. Chairman. and the memboers of thix committee for
their interest in the plighl of the retired emiployees and their survivers and for
the early hearings you are holding on thix subject. =0 vital tu these retired
employees,

We alsp wirh (o thank the committee memboers, and olher Members of Con-
gress, who have inirwduced legislation which would grant an annulty increase
to the retirees and their sarvivors,

The Federal elvil service retirecs and thelr survivors are truly the “forgotten
people™ in the United States today, at a time when £3.000 Is believed to be the
borderline below which a couple ix in the poverly claxs,

The records of the Clvil Service Commission show (hat wore than 73 percent
of the former Federal empliyees on the retirement rolls are reeciving annui-
ties of less than 83,000 per year,

The Chairman of the Civil Scrvice Convmission has pointed out that the
average annuity ix 2,212 per year. This may be the average annuity. e
do not guestion the figures used by the Civil Service Commission.

We would tike to point out, hoswever, that even though the average annuity is
$2.212 per year, there are 91 anmuitants who are receiving winder $10 per month ;
T00 aunuitants receive hetwoen $10 and 2319; 3249 are receiving between $20
and 229 per month: L2353 are receiving from $30 to 339 per month and 3.782
are receiving from 840 to 38 per month, Thix ix a total of 14077 employee
annuitants who are receiving less than 850 per month,.  There are 32422 anpui-
tantx receiving more than 859 per month and less than 3100. There are 39,472
employee annuitunts receiving between 100 and £150 per month and 54938
are receiving between $150 and 3200 per momih. More than 50 percent of the
annnitants are receiving less than $200 per month, while 149 annoitants are
receiving over 81,000 per mon:h.

Of the supvivor annuitants, 8,727 are recelving under $50 per month and
14,422 are receiving $69 per month or less.  Sixiy-nine dollars is the greatest
amount received by any survivor annuitant.

Mr. Chairman, the plight o the retirees and the sarvivor annuitants receiving
these small annuities in the thmes when the Nation is prospering as it never
prospered before, s 0 shame.and g disgrace to cur Natienal Government.

Thizx association strongly ondorses ILLIRR. 8164 as passed by the ITouse by a
vote 0f 395 to 0.

We are happy to note that the Civil Service Commission and the Bureau of
the Budget have withdrawn their objections to section 1 of the bill and now
approve the inerease for retired employees and thelr survivors,

This association also endorses the provisions of =ection 2., providing an in-
erpase in survivorship benefits from 33 (o 60 percent for survivors of future
retirees,

AMr. Chairman. this association has always believed in fairplay and it is our
helief. in this instance, that fairplay should be applied by amending section 2
of the bill. lo provide 60 percent of the annuities for the survivors who are
now receiving 3 pereent of the annulties of their deceased spouse.

AMr. Chairman. if 1s our hepe that the commnitiee will take immediate action
on (hix bill, xe (hat it can Ixcome law at the earllest posxible date and h(-n?ﬁt
the many relired Federal employees and survivors who are having such a diffi-
cult time in todays high-priced cconomy.

I wish ta thank you again, Mr. Chairman, for this opportunify to appear before
you today and to present fhe v ews of our asseclation,

Senator Yaneorovarr, The next witness is Miss Margaret T, Moore,

past president, Retired Teachers Association of the District of Colum-
bia Fducation Association. She will be accompanied by Miss TTelen .

Samuel, legislative consultant.
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STATEMENT OF MISS MARGARET L. MOORE, PAST PRESIDENT AND
LEGISLATIVE CHAIRMAN, DISTRICT OF COLUMBIA RETIRED
TEACHERS ASSOCIATION; ACCOMPANIED BY MISS HELEN E.
SAMUEL, LEGISLATIVE REPRESENTATIVE, DISTRICT OF COLUM-
BIA EDUCATION ASSOCIATION

Miss Sasurn. Mr. Chairman, Senator Fong, I am Miss Helen
Samuel. )

T am appearing here today on behalf of the retired teachers of the
District of Columbia Public School System and as legislative repre-
sentative of the District of Columbia Education Association which has
a membership of almost 4,200 of the professional personnel of the
public school system. .

Accompanying me is Miss Margaret I. Moore, past president and
legislative chairman of the District of Columbia Retived Teachers
Association, which is composed of over 800 members. Miss Moore will
speak, however, on behalf of more than 1,400 retired teachers.

We are here to request that the retired teachers of the publie schools
of the District be included in the legislation which is being considered
today to increase the annuities of the retired personnel of the Federal
and District Governments.

As you know, TLR. 8469 has already passed the TTouse of Repre-
sentatives. When this or similar legislation passes the Senate, it will
mean that, with the exception of retired teachers, all retired employees
of the District government, including clerks, secretaries, and cus-
todians of the public schools, will receive increases in their annuities.

In making a request to include retired teachers in this legi-lation,
we are aware that we are.running into a jurisdictional matter between
committees. Since the Retired Teachers Association has been un-
successful in its attempts, however, to secure a hearing on its own bill,
we feel justified in appearing here today. It is our opinion that the
Members of Congress will not wish to adjourn this session without hav-
ing included retired teachers in legislation to inerease the annuities-of
all other retired personnel. _

Miss Moore has prepared a brief statement which she wishes to pre-
sent to you.

Miss Moors. I am Margaret Moore, chairman-of tlie Legislative
Committee of the District of Columbia Retired Teachers Association.

The District of Columbia Retired Teachers Association respect-

fully requests this Subcommittee on Retirement to consider placing a
rider on H.R. 8469 that will include the teachers and officers who re-
tired from the District of Columbia public schools for the following
Teasons: , : . ,
_ 1. The District of Columbia Retired Teachers ‘Association has been
informed that there is very little hope that hearings on their legisla-
tion (S. 1852 and ILR. 958) will be scheduled before Congress ad-
journs. L - ‘

2. Because the police and firemen have a clause in their law that
states whenever a new salary schedule for active employees i5 ap-
proved, the annuities of retirees are adjusted accordingly and because
there was such an adjustment in September 1964; and if the civil serv-
ice retirees receive an inecrease in annuities now, the retired teachers
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of the District of Columbia public schools will be the only employees
of the District of Columbia who have not been considered,

3. The 3 percent cost-of-living increase voted in 1962 has not yet
materialized and cannot be expected before April 1, 1966, In the
Past few months the price index has risen higher than 8 percent. This
rise is reflected in the food prices in our ma rkets, in the rise in the cost
of clothing, the increase of real estate taxes in the District of Columbis
which will be felt on our bills in September, and increased teleplione
rates. Qur expenses are £lready much higher: but our annuity checks
read the same as they did in 1962, and for about 500 retired teachers
that figure reads below %300 a month. (One half of this number re-
ceive between $120 and $2£5 2 moni h.)

ITowever, if attaching sueh a rider would jeopardize the passage of
TLRR. 8169, the Distriet of Columbia retired teachers would not wish
fo deprive the retired civil service employees of a much-needed incerease
in their annuities,

A brief statement that was prepared to present to the ITouse and
Senate District Conunitiens hrus hearings on TLR. 958 or S, 1832 Leen
scheduled accompanies this request. I shall be glad to read or discuss
it if you desire,

Thank you for your courtesy in allowing time to hear this request
for a rider to ILR. 8469 which would mean that the District of Colum-
bia retired teachers would reecive some help more immediately in
meeting their financial proslems.

It is not expected that vou will make a study of the legislation
written into 8. 1832, buf simply that whatever, in your judgment, it
is possible to grant to civil service retirees be granied to District of
(,‘ollumhia. teacher refirees slso, and that the cost of the increase be paid
from the District of Coluribia teachers' retirement and annuity fund.

I have some additional waterial T would like to submit for the record
if there is no objection.

Again, thank you.

(The material referred to follows:)

ExceErrTs FROM STATEMENT PIEPARED To SUPPORT LEGISLATION FOR INCREASED
ANNUITIES OF DMSTRICT oF COLUMNIA P'UlLic SclooL TEACIIER RETIREES

The Distriet of Columbia Ratired Teachers Association, with more than 800
pald members, sends its newsletters to and works for the welfare of the more
than 1400 retirces from the Distriet of Columbia public schools. Ever since
1958 the District of Columubin Retired Teachers Association has made cfforts to
inerease the annuities of those teachers who were restricted from the benefits
of the more liberal retirement act. Publie Law 85 46 approved on June 4, 1957,
and made retroactive to Octobe: 1, 1936,

On Beptember 2, 1958, the 83th Congress approved Public Law 83917, a bill
to Increase those retired prior to Octaber 1, 1936, by 10 percent, not to exceed
8500, and retroactive to August i, 1058,

The 87th Congress In {ts 2d sesslon granted an fnerease of 5 percent to all
persons retired or retiring under the act for the retirement of publie school
teachers in {he District of Columbia.

In spite of these two effurts listed abave, a sizable group of the teachers who
retired prior to October 1, 1926, are living on very small annuitles, espocially
small when considered in the light of the inereased cost of living. The following
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table shows how many teachers who served 20 or more years and the annuities
they are receiving:

- Regular Disability Total
roll t roll 1
Incoine bracket: : T .
01OV S157.50 - - - mmmmm e memmmmammemmmme 1 21 22
158 to $210. ..~ ) 38 43 83
$211 to $262.50. 1056 67 172
B2B3 10 $B15- e mm oo — o mm e 191 15 206
L4 405 72 USSR R 335 148 483

1 Number of cases,

Therefore legislation was introduced in the 88th Congress, put failed of
enactment. That legislation was introduced again this year, but so far no
hearings have been scheduled.

Because our concern was largely for the older retirees we requested that their
annuities be brought up. to $4,000. Then in order to expedite cnactment of our
bills the District of Columbia Retired Teachers Association agreed to drop
the figure to $3,600. This figure should not secin unreasonable, Senator Yar-
borough introduced S. 2184, a bill to increase annuities payable to certain
annuitants from the civil service retircment and disability fund, recognizing
the need for annuities of $3,80L and above to be raised 3 percent or $3,915
and more. The date of S. 2184 was September 26, 1963.

The District of Columbia Teachers Retirement Act contains a clause that
prohibits any money in the fund from being spent for any purpose other than
to pay the annuities covered under this act. Actuaries told officers of the
District of Columbia Retired Teachers Association several years ago that the
retirement fund was in a healthy condition. HEven though annuitants were
granted a 5 percent increase as of January 1963, the active teachers in the
District of Columbia public schools were granted a substantial increase
in salary at the same time and therefore are making larger contributions to
the fund. Therefore, the District of Columbia teachers retirement fund should
still be in a healthy condition.

The District of Columbia Retirement Division furnished the following table
of comparative costs of teachers annuities compiled from the pay period ending
July 31, 1964 :

Teachers annuitics—20 years or more creditable service

Number Present Proposed
involved annuity annuity Annual cost
total total
I. Ifﬁnkilngnum of $4,000 per annum Is estab-
shed:
(a) Retired before Oct. 1, 1956 _________ 549 $1, 677,864 $2, 106, 000 $518, 136
(b) Rotired after Oct..1, 1956 ... 132 455, 340 528, 000 72, 660
_ [0 S N 681 2,133,204 | 2,724,000 590, 706
II. Ifl;nlinimum of $3,600 per annum Is estab-
ished:
(@) Retired before Oct. 1, 1956 . .____ 448 1, 295, 568 |- 1, 612, 800 317,232
(b) Retired after Oct. 1, 1956___._.______ 63 189, 600 226, 800 837, 200
Total_,_________,____,i ___________ ) 511 1,485, 163 1,839, 600 354,432

This table is included only as a rough guide to the present cost of bringing
up low annuities. The figures above those retired prior to October 1, 1956, can
never incrcase, of course; and, in fact have already decreased due to deaths.

. I will not take your time to cnumerate all the problems that come with
increasing age. These you know full well, However, teachers in the District
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of Columiba public schools have not been eligible for social security. Many of
the older vnes retired before the opportunities offered by social seceurity were
well know. XNeither were they able to acenmulate very much because salaries
were so low when they were teaching. Medieare will undoubtedly help a great
muny when its benefits are available. But medieare will not pay rent, or taXes,
buy fuod. or clothing, pay for domestic belp. a factor which becomes more
necessury 21 ohe grows tuo old to do the many houschold taxks he formerly
perforined.

Each month many relirees are wondering how long can they continve to pay
their way before they bave to ask belp from relatives (who have their own
financinl problems) or perhaps even from public assistance. Eitlier case is
very hwuiliating for people vwelio have ulways been able to care for themselves.
To receive an inerease in apouity makes one feel <1 contributed to that fund when
I could and now my years of faithful service to the schools is being appreciated.”

It is hoped that the foregoing statement will prove helpful as youn study this
bill and decide on the measure that will be of greatest help.

Senitor Yasnuroven. Miss Moore and Miss Samuel, it 1s my under-
standing that this matter of your retirement is a matter properly
before the District of Columbia Conunittee and that we have no
jurisdiction. However, in light of your request, 1 want to ask counsel
of each stafl 1o check to see if we have any jurisdiction over it and,
if o, we will look into it thoroughly.

1 want to congratulate you on your concisencss here. You have
given us 1 good lesson hier2 in how to pul a lot of material into one and
and a quarter pages. I think each oij you must have been a very good
teacher.

Mr, Pascnan, In connzetion with your statement relative to the
Retired Teachers Association, having been a teacher and administra-
tor myself for some time, T would like to ask the ladies. on the retired
teacher setup of which the Distriet of Columbia will make a study, do
you come under social security ?

Miss SayMreL. No, siv; we donot.  We have our own retirement law
which is almost like the Govermment law, The chief difference between
our law and the eivil service law is that the District govermment is
required annually to put in a certain amount of money to keep the
fund actuarially sound.

In other words, when we get a pay raise, that increase in retirement
is figured in our pay raise, also.

Senator Foxg. If we took eare of the retired teachers of the District
of Columbia, what other groups will not be ineluded?

Miss SaxUeL. To my knowledge there is no other group.

Miss Mooz, It is the cnly group that we can think of that would
not be considered this vear.

Senator Foxe. We wil not be discriminating against any other
group?

Miss SaxuUeL. No. siv, not to my knowledge, and T think Mr, Gul-
ledga ean answer that, too.

Miss Moore. In the accompanying statement, Mr. Chairian, there
is o statement to the fuet (hat we do not come under social sceurity.
T did not have time to type as many copies of this as I should have.
T am not sure whether you have as many as I have or not, but I ean
furnish more if that woulkd be helpful.

Senator Yanrsorovair. Are there any further questions by counsel ?

Let me ask you about ycur refirement.

In my own State, we had a teacher retirement system long before
we had a State employe2 retirement system. The teachers worked
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early and had their own independent retirement system and gener-
ally it pays more than social security and more than the average State
employee retirement annuity. Is that true of the teachers in the
District ? : o

Miss Moore. Tt is more than social security. Ours is very similar
to the Federal. It started around the same time. The only differ-
ence is in the early days teachers paid a larger percentage into their
retivement fund than the Federal employees.

Senator Yarsorovart. Thank you very much.

‘We have statements here. It has been asked that these statements
be placed in the record. They have waived coming to testify per-
sonally. These statements are from Senator John Sparkman; Sen-
ator Pgra.nk Church; Senator Frank K., Moss; Senator Maurine B.
Neuberger ; Senator Thomas I Kuchel ; Senator Peter I1. Dominick ;
Mr. Dillard Lasseter, executive director, Organization of Professional
Employees, Department of Agriculture, and NASCOX; Mr. John G.
Brady, National Association of Internal Revenue FEmployees; and
Mr. John Snyder, president, National Association of Postmasters.

We will order all of those printed in the record.

(The statements referred to follow :)

STATEMENT oF IDoN. JouN J. SPARKMAN, A U.S. SENATOR FROM THE STATE OF
- ATABAMA

Mz, Chairman, for a long time T have been concerned with the plight of re-
tired Government cmployces. Their annuity benefits just have not kept pace
with rising living expenses and certainly not with rising salary levels.

Because of my concern, I earlier introduced 8. 1685 to increase annuities by
10 percent on the first $3,000 of annuity income and 5 percent on incomes above
$3,000. However, I am here today to express my full support for the House
approved bill, H.R. 8469. In many, many cases ILR. 8469 will not be as helpfual
as my proposal would have been, but for some cases it goes beyond the increases
authorized by my bill. ILR. 8469 is aun excellent bill, as far as it goes. It lifts
substantially the incomes of retirces. I urge its approval by the subcommittee
and I will support it on the Senate floor. IIowever, I believe that we must yet
go further toward lifting the incomes of retirees and survivors. I shall support
further legislation for this purpose and I hope budgetary considerations will
be such that the legislation will have broad executive and legislative support.

In the meantime, I urge early and favorable Senate action on H.R. 84869,

STATEMENT OF How., FRANK CHURCIH, A U.S, SENATOR FROM TIIE ‘STATE oF IDAKO

It is hard to believe. An income of less than $3,000 puts a family in the
poverty classification, according to Government figures. And yet 75 percent
of the more than 700,000 civil service retirees receive less than $3,000 a year
in retircment annuities.

What is more, of 205,000 survivors of annuitants, only 1 percent receive
annuities exceeding $3,000. All over this country can be found men and
women who have worked for the Government through some mighty lean
years—years when salaries of $200 and $300 a month were the rule rather
than the exception—who stayed on in the expectation of an. ample retire-
ment income. :

Inflation has eroded the income of us all, but it has been particularly cruel
to those who retired before 1956. Retirement annuities have been improved
five times since 19206, each time making adjustments for those previously
retired to equalize them with the new retirees. But this was not done in
1956, and ever since civil service retirees have been falling further behind.

I know personally many of the civil service retireces in Idaho. As I talk
with them, I keep thinking back to the days when they were at work. The
work was hard, there were fewer hands to share the load, and the pay was
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lower In comparison in the national average. And now how difficult it is
for them to make ends meet. Il is very easy for me support the bill before
you, ILIR. 846U,

This bill would, among cther things, increase the annuities of (hose retiring

before 1956 by at least 10 pereent. Those retiring after 1956 would receive
a total Increase of more than 53 pereent. Aulomatie cost-of-living increase
would be computed more frequently,

This is n good, humane bill. It will help to meect the responsibility of the

Government towurd thuse who have served it well,

STATEMENT OF liox. FrANK E. Moss, A U.8 Sexaton FroM THE STATE oF UTAT

Mr. Chalrman, these hiearings are a great satisfaction to me. I have sup-
ported bills to increase eivil service retirement annuities ever sinece I eame
to the Senale. amd in this Congress am a cosponser of 8. 1037, the bill in-
troduced by Senater Montcya. I am glad to again affirm my insistence that
increases are due -and to testify in favor of {he measure already passed by
the Iouse, and which T will do everything 1 can to get through the Senate.

The civil service retiree has heen one of the mest neglected citizens in
America. We have provided several substuntial inereases for the men and
women now working in the Federal Government under the civil service system
in the past few years- -but it has been almost 10 years since we did anyihing for
the retiree. I recognize that those people new working in the Federal Gov-
eriment must be paid salaries commensitrate with their abilities, and com-
parable with those received by people in private industry doing the same type
of work. I bave stood fer adequate salaries- -must people in the working
world are raicing families and educating children, and they cannot be ex-
peeted o serve (heir Government year in and year out at salaries which
do not allow them to meet minimal commitments, But the people who have
relired have problems enuslly as great. They bave reached the time of life
when their doctor and hospital bills are soaring, and when many of them also
need nursing and home care. A substantial nmumber worked in the Federal
Guvernimenl when salarfes were much lower than they are now. and their
pensions, based on those silaries, are equally low., They are completely in-
adequate to meet today’s liviag costs,

The bill passed by the Iouse (o inercase civil service retirement pensions
is equitnble and fair. It gives speeial consideration to the employee who retired
when salaries were lower. It takes into consideration the facturs which went
into estimating retirement iy comes in the first place. It also considers the elderly
widows of cmployees or pun‘litants who passed away when there was no survivor
protection under the Clvil Seeviee Aet,

It is by no means the coriplete answer lo the financial problems our retirees
experience, but it will improve their status and enable them to live with a little
more decency and security.

The IHouse Post Office aad Civil Service Commitfee, and the ITouse itself,
have provided the impetux for an increase tn retirement benefits for the retired
civil service employee. We must not lose this momentum. I sincerely hope
that thisx subcommitiee, after earcful consideration of all aspeets of the IHouse-
passed bill, will report a fair and equitable measure to the Senate so we may fake
final action before this session adjourns,

STATEMENT oF IoN. MAUKINE B. NEUBEBGER. A T7.8. BENATOR FROM TIIE STATE OF
OREGON

M, Chimirman, T actively and fully snport 1L, 869 which passed the House
of Representatives with a fuvorable vote of 384 Lo 0. This wuch-needed legisla-
tion provides increases in retirement and survivership benefits for postal and
Federal employees. I support this legislation in full and urge its prompt enact-
ment.

Inflation I= the greatest enemy of retired persons and this is espeeially true
for a total of some 700,000 relirees and survivors of the Federal Government.
The Consuter Price Index hins risen by more than 17 pereent since 1935, While
“ongress hus been generous with providing pay Inereases [or postal and Federal
employeces, much less has beea done for the retired.
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Retirees and their survivors nced help now. A longer wait would find them
in worse straits. Retirees ag a group have a very short future. Delay while
waiting a report of a commission to be submitted at some future date only
works extreme hardship.

It is all too easy to overlook the necds of the retired and fail to remember that
they were once active Federal employees who were responsible for the admin-
istration of our Government and providing needed services for our country.

" H.T. 8469 provides an approximate 11-percent increase in annuities to those who

retired on or before October 1, 1956, and an approximate 6-percent increase to
those whose annuities began later, A slightly larger percentage increase is
provided survivors—15 percent or $10 per month, whichever ig less—for survivor
annuitants whose spouse retired prior to April 1, 1948, '

Congress in 1962 adopted legislation providing for auntomatic annuity increases
based on the cost-of-living index. The mechanics for adjusting annuities to
reflect living costs is improved by this legisiation, and the time clement shortened
by using the monthly price index instead of an annual average. In this way
annuities in the future will more accurately and promptly reflect the cost of
living.

Annuity increases arc desperately necded by retired Federal employees. It is
inconceivable that when our Nation is devoting so much effort to the war on
poverty retired Federal and postal employees would be neglected, and left to live
tar below the poverty level.

STATEMENT oF Hon., Trmomas H. Kucurn, a U.8. SENATOR F'ROM TIIE STATE OF
CALIFORNIA

I am pleased to offer my support to ILR. 8469. This bill will aid approxi-
mately 700,000 Federal retirees and survivors with a long overdue increase
in their annuities. These annuities have been for the most part very meager
and inflation hag melted them down in buying power.

In my own State of California, there are more than 70,000 of these retirees. 1
know their plight and while T also know ILR. 8469 is not the fuill answer to that'
problem it will give great encouragement.

Because of inflation and because so many of these men and women retired when
galaries were low they are now for the most part forced to live in very sub-
standard ways.

The following figures from the Civil Service Report of 1964 tell the story as to
what these civil service annuitants and survivors receive :

Monthly rate of annuity TEmployce Survivor
annuitants | annuitants

Under $50. - 49, 544 78,252
Under $100. 125, 450 163, 274
Under $150. 211, 501 100,773
Under $200.__ 299, 751 200, 400

Nore.—Total getting less than $200 per month—=500,151.

I respectfully urge you and the members of the Senate Committee on lost
Office and Civil Service to give your most favorable consideration and help to
these more than 500,000 men and women who have served their country well
and who are recciving much less than the established poverty level. They are
depending on Congress for redressing their plight. I hope we will.

STATEMENT oF How. Prrer H. DoMINICK, A U.S. SENATOR FFROM TIE STATE OF
) COLORADQ .

"1 would like to take this opportunity to express my strong s-lippdrt for the
bill'now before this subcommittee. ILR. 8469 provides a more sensitive monthly
indicator for the adjustment of the cost-of-living principle established in 1962,
and it provides for greater percentage increases for older retirees in order to
bring about a more reasonable overall relationship between the pre-1956 and post-
1956 retirees. I think this ig an equitable plan, worthy of this subcommittee’s
approval and the approval of Congress.
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The continuing rixe in the cast-of-living in this country has a seriously de-
pressing effeet on peaple whe are tied 1o a lixed anpuity. No one is more aware
of this than the members of this subcommitiee. 1 believe that it is incumbent
on this Congress to give assurance to the clvil service retirees that they can
expeet to maintain their standard of living despite the increases in the e(‘)st-of—
living which ocenr more raj klly than adjustments ean be made under the pres-
ent law. It ix a sad spevtacie to consider the aged person whose bills get bigger
aud bigger while hix montldy check gets comparatively smaller and smaller.
The small, ocensional luxuries which the retirement might have afforded grad-
ually become nonexistent,

The problem of the deereasing value of retirees' annuitles has been of concern
fo me fur many years.  One >f the fArst bills that 1 introduced when I first came
to Congress as a Member of the House of Representatives in the 87th Congress
was H.IR 4800, My bill would have Inereased by 20 pereent (he amount of an-
nuities not In cxcess of 31590, and by 10 percent of the remainder, We were
successful in getting some in provements lo the system in the STth Congress, but
additional improvements are abxolutely mandatory. ‘The present legislation will
provide further refinement and improvement fo the Federal civil service retire-
ment system,

I am not making a long statement in support of thix legislation, but it is not
because I believe the matter to be unimportant. On the contrary, this is a most
important plece of legislation, the record already overwhelmingly supports it,
and I believe that favorable action should be taken with uo unnecessary delay.

NTATEMEXNT BY INLLABD LASSETER, LLEGISLATIVE ('OUNSEL, ORGANIZATION OF
PROFESSION AL FMPLOYEES, DIEPARTMENT OF AGRICULTURE

My name is Dillard Lassefer, I am the legislative counsel for the Orgruization
of Professtonal FEmployees, Departient of Agriculture. OI'EDMA, an organiza-
tion comprising a membershiy of over 7.000 professional employecs, is dedicated
to a variety of objoctives fur strengthening (he career civil service, We are
greatly interested in the Govornment's policy toward, or mechanism for, adjust-
ing the annuities of annuitails. Certainly this is a subject of great potential
coneern for thousands of carcer servanis whe are nearing retirement, as well as
those now relired.

It is our privilege to appear before this commitiee in support of an appropriate
increase in annulties for retired employees of the Federal Government.  We wish
to commend thisx committee for its interest in the annuity levels of these retirees
as evidenee by the seheduling of hearings on the sabjeet.

The tiovernment has evidenced its vital interest in the overall well being of its
employees in many ways in reeent years, For example, health insurance and
life insurance programs have scen established and there have been several adjust-
menis in salary levels recent’y in recognition of either advances in living costs
or the need to place Governoent salary levels on a more comparable basis with
equivalent positions in privae industry. This is as it should be. As a major
empioyer, and in many ways a1 madel employer, of a vitally important concentra-
tion of scientific and executive capability, the Government should exercise an
aggressive role of leadership In matfers pertaining to salaries, retirement, work-
ing conditions, and related suldects,

But hag the Government leen equaily concerned and responsive toward the
problems of the upproximately 700,000 retirees? We believe there is room for
improvement in the Government's performance in this aren. The adjustiments
made in annuities have come 1fter considerable delay, and we doubt that in total
they have provided suflicient recognition for advances in costs of living. The
annuity for many of these retirces surely is on the basis of salary levels consid-
erably below that characteristic of our present economy. It is likely that the
ineomes for many of these prople are near or below the levels characterized
recently by the Government 8 eonstituting poverty. In an expanding economy
it is partienlarly difficult for many surviviug spouses when their annuity is
reduced by 45 percent below a level of Income that previously was minimal, or
even inadeguate. for two persons.  Also, our burgeoning economy can casily
sweep by many of these prople wlen their incomes remain statle, or nearly so,
fur long periods of time.
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Therefore, the Organization of Professional Employees of. t:he Dep_ax_-tment of
Agriculture endorses an appropriate adjustment in the annuities of retirees con-
sistent with the increases made in Federal salary levels in recent years. Derhaps
some system could be developed whereby those who retired some years ago, before
they benefited from adjustments in salary levels, would receive a larger increase
in their annuities. This may be more responsive to necd than would a flat per-
centage increase for all retirces. Also, we would suggest that future adjustments
in annuities be tied to current increases in Government salary levels, and be made
when salaries are adjusted. This would eliminate the timelag associated with
cost-of-living determinations, separate hearings, and separate action by the Con-
gress. Of course, if in the judgment of the Congress action in this matter should
be taken, it should be taken promptly. The longer the delay, the more grievous
the necd and the initial cost becomes larger.

Mr. Chairman, we appreciate this opportunity to appear before this committee.
Thank you.

STATRMENT OF JOHN G, BRADY, LEGISLATIVE CHAIRMAN, NATIONAL ASSOCTATION
OF INTERNAL REVENUE EMPLOYEES

Mr. Chairman and members of the subcommittee, I am John G. Brady, legisla-
tive chairman of the National Association of Internal Revenue Employecs, accom-
panied by George Bursach, exccutive secretary-treasurer. Our association of over
27,000 members strongly urges and recommends increases to our civil service
employees retirees.

During our national convention in September 1964, at Denver, Colo., we adopted
the following theme: “For what shall we strive in 1965—never to forget our
Internal Revenue retireces.”

Our association has given considerable thought and study to the retiree’s
“plight.”

It isn’t only the economic pressure that the retirec finds himself in and that, of
course, is his first concern in considering the disparity, growing monthly, between
the value of the dollar represented in his annuity check and the value of the
dollar as it decreases with each Bureau of Labor Statistics report. 'This fact is
widely recognized, but because of an arbitrarily set formula no annuity adjust-
ment can be made until a rise in living costs shows a 3-percent adjustment
formula.

A factor not generally recognized except by the retiree experiencing it is the
anxiety and durcss and mental anguish the retiree is almost continually and
constantly subjected to as he notes the growing disparity between his annuity
payment and the volume of necessities it will provide for him. This anxiety,
it must be agreed, has an adverse effect, if not on health, at least on the enjoy-
ment of retirement years so well earhed. I submit, Me. Chairman, that a con-
tinuing trend of disparity between rising living costs and earned annuity may
have an effect on our retirees that is not pleasant te contemplate.

It seems only just and equitable that an increase be provided in annuity bene-
fits for the retired Federal employces who have devoted the best years of their
life to the service of our great country.

STATEMENT OF JorrN I’. SNYDER, BXECUTIVE DIRECTOR, NATIONAT ASSOCIATION OF
T0STMASTERS OF THE UNITED STATES

Mr. Chairman and members of the committee, my name is John I. Snyder,
and I am cxecutive director of the National Association of Postmasters of the
United States. While serving in this capacity, I am on administrative leave as
postmaster at Oconomowoe, Wis, In the absence of our president, David R.
Trevithick, postmaster of Salt Lake City, Utah, I am submitting this statement
for the record. ’

On behalf of the 33,000 postmasters of the Nation who are all interested in
a more advantageous retirement program, I would like’ to request that this
committee report favorably and immediately H.R. 8469 which was unanimously
passed by the House of Representatives. Our entire membership is solidly
behind this bill.

Thank you, Mr. Chairman. We do appreciate the opportunity of presenting
this statement.
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Senator Yarsorovarm. Before our executive sessions, we will have to
have the record printed : but while we are waiting for the record to be
printed I wan{ counsel, both the majority and minority, to work to-
gether in coordination on this. Please chieck each of these statements
and sce whether any new point has been raised in any of them,

_Please let us have an apportunity {o study any new recommenda-
tions in these statement=. I understand generally they support the
legislation but in order t expedite the hearings, (hey have agreed to
put in their writien statements, )

Does anyone else in the room wish to be heard ?

We will declare the heasings adjourned,

The record will be kept open until 5 o'cleck Tuesday afternoon for
any additional statements that any person might desire to file. Nor-
mally, we might leave the record open longer, but. we understand the
Government Printing Office is tm'ri{)]y burdened with printing at this
time with reports and lezislation, so the sconer we cllose the record.
the sooner we can get the printed record back and start in executive
session on the bill.

T thank all of you who have appeared here for the concise and in-
formaiive nature of the statements you have presented orally and
i writing.

The hearings are adjourned.

(Subsequently the following material was submitted for the record :)

STATEMENT oF IIArRotn McAvoy, NaTioxar DPREsSIDENT, DPost OFrFICE MAiL
IIANDpLERS, WATCE MEXN, MESSENGERR. AND GROUP LEabeErs

Alr. Chairman and membeis of the subcommitiee, for the record my name is
Tlarold MecAvoy. I am national president of the Post Office Mail Handlers, ete,

Our national organizaltion is part of the AFL-CIO and Government -
ployees' Council and we are the sole national bargaining representative of the
39,000 mail handlers of the m il handler craft In the Post Office Department,

If T mayr. at [his thne, T would like to express our national organization's
gratitude to the many Memters of Congress who have introdueced bills, whiech,
if enncted, would lighten the oad of our retired postal employees, plus our classi-
fled people, who, T understand are close to 500,000 ciployees.  Many of the 500.000
cemployees have monthly berefits of less than £100. Surely. members of thix
subcommitiee. you will agree {hat satd X100 monthly i= net enough to mainiain
even clase to our normal American standard of living.

Our natlonal organization yould like (o go on record, at this time, in support
of an increase of at least 10 percent to all emnployees under the 3,000 ceiling.
AMany mail handlers who have retired since World War I, retired on about
£1,500 or £1,0600 a year.

As we all fully realize our mail handlers did pay into their retirement fund
1he sound dollar of that Line, and presently, this same dollar has lost much
of itx purchasing power.

I have said this hefore muny committees, and T repeat it inday. If ever a
group of people (mail handlers) deserve 1o be called the forgotien people. nur
people should have first choice. At the present time we are the lowest paid
employees who move the mail in the postal service.

T urge you. Mr. Chairman sund members of this commitiee, to report out a bill
that will inerease the annuity of our peaple, plus all retired employees and
emplovees who are on the verge of retiring from Government service, of at
Ieast 10 percent.

As Congressman Matsunaga. of Tlawaii. pointed out before the eommittee,
“omployees who get less than $3,000 should be given preference because thelr
noed is greatest,” 18 fully endorsed by your writer.
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On the status of our retirement fund, I have sat in on many meetings of our
ATL-CIO labor unions, plus the Civil Service Commission meetings pertaining
to the matter of fiscal soundness of our retirement fund. "The Board of Actuaries
over the years has felt that our fund should be actuarially sound.

The big problem pertaining to our retirement fund has been the absence of a
strong and consistent. Federal policy on replenishing the retirement fund,
whereas the same could meet today's requirements, plus the needed improve-
ments. For a long period of time, Congress has not appropriated the Govern-
ment’s share to our retirement fund. Our retirement fund started in 1920. Our
people have watched their contributions increase from 214 to 614 percent of
their base pay, and I say we are all glad to pay our share.

Title IT of H.R. 9 provides, starting July 1965, agency contributions to the
retirement fund will be increased by one-half of 1 percent of basic payroll each
year, until the total additional contributions reach 5 percent by 1975. Our
national organization urges you, Mr, Chairman and members of your commit-
tee, to approve this proposal. Full benefits for our employees upon retirement
has been our organization’s goal for a long period of time. Title ITI of ILR. 9
provides for, after 30 years -of service, age 55, the employec be permitted to
retire. I ask you, Mr. Chairman and members of this committee, to give favor-
able consideration to-title IIT.

On a survivor annuity formula : Title IV of IL.R. 9 would solve this problem
by increasing the annuity available to survivors to 75 percent of the original
retiree,

Our national organization urges you again, gentlemen, to report this proposal
out favorably.

In closing, Mr. Chairman and members of this subcommittee, I want to say
that I am indeed grateful to you for allowing your writer the privilege of appear-
ing before you whereas I could give you the thinking of our national organization.

-

STATEMENT OF EVERETT G. GIBSON, PRESIDENT, NATIONAL FEDERATION OF
Post OrrFIcE MororR VEHICLE EMPLOYEES, AFL-CIO

Mr. Chairman and members of the committee, my name is Everett G. Gibson
and I am the president of the National Federation of lost Office Motor Vehicle
Employees, AFL-CIO, with hecadquarters at 412 Fifth Street NW., Washing-
ton, D.C.

We have national exclusive recognition under Executive Order 10988 and are
the sole bargaining represcntatives for all motor vehicle service employees un-
der the terms of the national agreement with the Post Office Department.

We wish to thank you, Mr. Chairman and members of this committee, for
scheduling hearings on ILR. 8469 which has passed the ITouse of Representatives
by a vote of 395 to 0.

‘We are deeply concerned as to the need for an increase in the annuities
of all retired employecs and survivors of employees and retired employees
presently on the retirement rolls, who are the “forgotten people” in the United
States today., We endorse ILRR. 8469 as passed by the House of Representatives.

We were pleased ‘to note that the ‘Civil Service Commission and the Bureau
of the Budget have withdrawn their objections to section 1 of H.R. 8469 and
now approve the increases for retired employees and their survivors. We also
endorse the provisions of scetion 2, which will provide an inerease in survivors’
benefits from 55 to 60 percent for survivors of all future retirees.

Mr., Chairman, our organization is of the opinion that fairplay should apply
to all retired employees who have served faithfully through the years and
that section 2 of HR. 8469 should be amended to provide 60 percent of the
annuities for the survivors who are now receiving 50 percent of the annuities
of their deceased spouses.

Mr. Chairman, it is our sincere hope that this committee will take immediate
action on ILR. 8469 so that it will be emacted during this session of Congress,
so that the needed increase will become effective for the retired employees and
survivors annuitants.

We want to thank you, Mr, Chairman and members of .the committee, for this
opportunity to present the views of our organization on this most important -
legislation. - Thank you. .
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STATEMENT OF FFLOYD . TTUFFMAN, PresIBENT. NATIONAL RURAL LETTER CARRIER'S
ABKOCIATION

. .\I‘\: name is I:‘ln,.vd K. Haffinan. I am president of the National Rural Letter
(':xrrmrs A.\\-m-l‘aum]‘ an organization which excluxively represents regular, re-
tired. and substituie rurnl cacriers. I appreciate the opportunily Lo submit this
statement to wholeheartedly endorse and strougly recommend the earliest pos-
sible enactment of legislation which will provide for incereasing civil service
retirement anuedties.

We commend Senator Gal» W, MceGee Democrat of Wyoming, chairman of
Subcvmmitive oo Retirement, Senate Post Office and Civil Service Committee,
for prompt scheduling of hearings as well as Senator Ralph W. Yarborough
Democerat of Texas, ranking majority member of this subeommiltee, for con-
dueting the hearings in absance of Senator Metiee on comsideration of ILR.
8469 providing retiremwent beoefits which passed the House of Representatives
on Auguxst 3. 1965,

Considerable statistieal data is already available to the committee and has
been commented upon by others who have given testimony., The need for an
annnity inerease is well estéblishe.  Simple justice demunds action in order
to provide finaneial relief to those on our retired rolls who are hard presscd (o
cope with the rising eosts of Jiving on an inadequate fixed income.

ublic Law 87-793 grauted # 3-percent incerease in annuities effective January
1, 1963. TIn addition it ameaded the Retirement Act to provide cost-of-living
wiljustinents bused on rises i1, the Consumer 'rice Index. Under thix provision
the Civil Service Commission determines annually, after cach January 1, the
percentage change in the index and is authorized to effect increases In annuities
as of April 1 of any year aft @ the pereenlage change in the index has equaled
a rize of at least 3 pereent,  Such increases would then apply to all annuities
which commenced carlier then Jannary £ of (he preceding year. This is a sigs
nificant Improvement in the Retirement Act beeause it does not recognize the
need for upward adjustment in annuities in order to preserve the purchasing
power of the annuity dollar,

Worthy as this amendment i, however. it does not in any way luke cognizance
of, or provide any formuia for financtal relief for those who now reeeive totally
inadequate annuities, The fictx are that wmany annultics are so low that it is
just not. possible to apply any formule tied to the Consumer I'rice Index. This
applies particularly to these who retired years ago and tu many sarvivor annui-
tants. The salary base used to determine thelr annuities at the fime of retire-
ment just cannot be reconciled on a cost-of-Hving basis under the price index.
It must be recognized that what we call the cost-of-living index cannot be used
to determine the adequaey of annuity tncome. Thix index is meaningless to large
pumbers of persons on {he ra2tirement rolls who atiempt to streteh the dollars
they receive cach month to meet the payments required to secure the necessitles
of living. The only way the finaneial plight of these people can be alleviated is
to inerease the amount of annaity they receive.

The report of the T8, Civil Service Commission on civil service retirement,
table Ag. page 12, for the year ending June 30, 104, discloses that there are
482,131 employce annuitants,  Almost 50,000 of this number receive an annuity
of less than 230 per month. Of what value is [he antomatic Increase formula
in Public Law K7--793 to this group who have arnuity income far below the pov-
erty level? Of our cmployre annuitants, 125,600 recelve less than $100 per
menih. For the lmited numaer in the group who receive the maximum, 399 per
month. {t still is A meager annulty to sustain themselves with Lut the bare
necessities of life. Almost 300,000 083 pereent of our employce annuitants—
are receiving less than $200 per month.

This same Commission repart discloses that there are 206.000 surviver annui-
{ants. Their plight ix grapbically highlighted by the report which discloses
that T8.000 receive less than 50 per month and 163,000 receive less than 8100 per
month.

Afr. Chairman and memhbers of the committee. much additional stalistical data
could be presented. It seems UnnNeeessary. however, {o attempt to document the
necd for an annulty Inereas? with any dala ather than which we have poted,
The amonnt of annnity incorie being received by the major majority of those on
retirement rolls is just not sufficlent to permit a decent Amertean standard of
living. The fignres speak for themselves- for all toe many cven & subsistence

annuity Income s lacking.
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The National Rural Letter Carriers’ Association strongly recommends prompt
action by the Congress to provide some measure of relief of those annuitants and
survivor annuitants whose meager retirement checks grow less with advance in
living costs. Iach month’s delay brings added financial difficulties. for necessi-
ties of life. The U.S. Department of Labor-Consumer Price Index released .on
July 29, 1965, for month of June, shows additional 0.5 percent increasc,

The provisions of ILR. 8462 would provide such needed adjustments in part
for those whose need is urgent, and deserved. This association particularly
endorses the provisions which provide— . . - =

A 6.5-percent increase, plus a cost-of-living increase- for all those who
retired prior to October 1, 1956, . : :

A 1.5-percent fincrease, plus a cost-of-living increase for: all those who.
retired after October 1, 1956, . .

An increase of 15 percent or $10 per month, whichever is lesser, for sur-
vivor annuitants whose spouses retired prior to April 1, 1948. o .

That survivership annuities be set at 60 percent of the earned annuity
of the employce at the time of retirement (effective for those who retire
on and after the date of enactment). .

Change the procedure for granting automatic annuity increases in line
with the cost-of-living increase as determined by the Consumer Price Index.
Present law provides for these automatic increases but the procedure is
based on an annual evaluation each January, with increases of 3 percent
or more in the index resulting in annuity jincreases of the same amount of

. the CPI increase- (rounded off to one-tenth of 1 percent) being made effective
as of April 1. This results in warranted increases (such as the present justi-
fied 3.5 percent under this formula, which are reflected in the inereases pro-
posed by this bill) being delayed as much as a full year. The amendment pro-
posed in the bill would grant automatic annuity increases on the first day of
the third month after the CPI reffects a rise of 3 percent or more for a period
of 3 continuous months, : )

We are urging this action fully cognizant that the present financial condition
of the retirement fund discloses an actuarial deficiency cstimated at approxi-
mately $39 billion. The annual report of the Board of Actuarjes of the ‘Civil
Service Retirement System as reported in ITouse Document No. 48, issued Janu-
ary 1965, stresses the nced for additional Federal contributions to msgintain
fiscal soundness of the retirement system. )

This is unquestionably an important and pressing matter. A formula to
accomplish this purpose -should wundoubtedly be legislation enacted by this
Congress. .

From the beginning of the retirement system, employces have contributed the
needed rate as established by law to cover the benefits being provided by the
Retirement Act. It has been the failure of the Government to make payment of
its share which has created the present actuarial deficit of the retirement fund.
History discloses that until 1957 the Government contributfions: were on o ‘“‘now
and then” basis which was too little and too late, :

According to the report of the Civil Service Commission £6r the fiscal year
ending June 30, 1964, the estimated normal operating cost of the retirement
system is 13.5 percent of the payroll exclusive of the unfunded liability resulting
from enactment of Public Law 88426 approved August 4, 1964, Thus current
income of 13 percent, though approximating normal operating cost, does not take
care of the interest or reduce the unfunded acerued liability which was created
primarily during those years when the Government’s contribution was not made
or was made in an amount insufficient to mecet the inereasing liability.

Additional funding is undoubtedly required. We do feel that the Government
contribution should be increased to assure continued finanecial integrity of the
retirement fund.

Mr. Chairman, we appreciate this opportunity of submitting thig statement for
consideration by your committee. We especially urge early action on legislation
to provide annuity increases and sincerely hope that the recommendations which
we have noted will receive consideration and be made a part of any bill reported.
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STATEMENT oF ANDREW KEXNNY, BaLTIMORE, MbD.

It appears that ILK. 8460 providing for annuity Increases diseriminates
against certuin retirces now receiving small annuities under the lower rates in
effeet prior to October 1. 1956, The annuitly commencing date seems to be the
wrong guide to equitable dist=ibution of the increase.

For example, one who hac {v leave the service in Sepiember 1956 at age GO0,
but entitled to an annuiiy ia Septeinber 1058 at age 62 would not receive the
more generous inereases provided in ILR. 8469. This is because his annuity com-
meneed after Ociober 1, 1956, although it was computed on the lower pre-1956
rates in effect when he was separated.

It is true that the act of June 25, 1938, provided a 10-percent inerease, but
only to those who were alreaddy receiving an annully on August 1, 1958, Retirees
placed on the rolls since August 1, 1958, based on service prior to October 1, 1956,
did not get the 1956 or the [958 increaxe and now again are denied the higher
percentage because their smiller annuities commenced after October 1, 1936,

To eliminate this injustice, reference to commencing date before or afler Oc-
tober 1, 1936, should be deleted from TR, 8469, The date of separation governs
the annuity rate, so the higher percentage should be directed to those annuitants
who were separated, and subject, to the lower annuities prior to October 1, 1956.
This would accomplish the stated purpose of Congress to apply the higher in-
crease to the smaller annuities. It is not likely thiat the 60-year-old employee
illustrated above, or others like hioi, added any worthwhile ontside carnings to
his small retirement income.

A copy of ILIL. 8469 is attached with suggested changes. These changes would
add very 1it{le to the cost of the bill and would assure fair treatwent to those
annuitants within the Lill's effective dote who were excluded from the 1956 and
1938 increases.

1t is reqguested that this stitement be made part of the printed record regard-
ing ILR. 8469 before your snbommittee.

Uuless ILI:. 846D Is amended, the increases would be like this:

Increase provided in Total

(ap-

proxi-

Annuitant separated Annuity commenced 1956 1958 | H.R. | matle)

(per- {per- 8469 (per-
cent) | cent) {per- cent)

cent)
After Oct. 1,1965 ... oeoeeo.) After Oct. 1, 1986 ... ... 20| None 5.5 25.5
Before Oct. 1, 1956, ... [ Before Aug. 1, 1058, .{ ~None 10 10.5 20.5
Before Oct. 1, 1958, o ccenemvenan After Aug, 1, 1858 .. ... None ;| None 55 5.5

This does not appear to b: the resuit that Congress intended.
(Whereupon, at 11:20 a.m., the hearings were adjourned.)
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